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TO PROHIBIT COASTWISE OPERATION OF VESSELS 
REBUILT OUTSIDE THE UNITED STATES 





TUESDAY, MAY 8, 1956 


Hovust oF REPRESENTATIVES, 
SUBCOMMITTEE ON MeErcHANT MARINE OF THE 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 

. Washington, D. C. 

The subcommittee met at 10 a. m. in the committee room of the 
Merchant Marine and Fisheries Committee, room 219, House Office 
Building, Hon. Herbert C. Bonner (subcommittee chairman) pre- 
siding. 

Mr. Bonner. The next bill that the Subcommittee on Merchant 
Marine will consider is H. R. 6025, to amend the shipping laws to 
prohibit the operation in the coastwise trade of vessels rebuilt out- 
side the United States, and for other purposes. 

(H. R. 6025 is as follows:) 


(H. R. 6025, 84th Cong., 1st sess.] 


A BILL To amend the shipping laws, to prohibit the operation in the coastwise trade of vessels rebuilt 
outside the United States, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
American in Congress assembled, That section 27 of the Merchant Marine Act, 
1920, as amended (U.5. C., 1952 edition, title 46, sec. 883), is further amended by 
inserting the following new proviso at the end of the first proviso thereof: ‘‘ Pro- 
vided further, That no vessel rebuilt outside the United States, its Territories 
(not including Trust Territories), its possessions, or the District of Columbia, 
shall be deemed to be a vessel built in the United States for the purposes of this 
section:”’. 

Sec, 2. The first paragraph of section 9 of the Shipping Act, 1916, as amended 
(U.S. C., 1952 edition, title 46, sec. 808), is further amended by adding the follow- 
ing sentence at the end thereof: ‘‘No vessel rebuilt outside the United States, its 
Territories (not including Trust Territories), its possessions, or the District of 
Columbia, shall be entitled to engage in the coastwise trade under any provision 
of this section.’’. 

Sec. 3. When used in this Act, the term ‘‘rebuilt’’ means altered in form or 
burden, by being lengthened or built upon, or from one denomination to another, 
by the mode or method of rigging or fitting. 

Sec. 4. The amendments made by this Act shall be effective only as to vessels 
rebuilt after the date of enactment hereof. 


Mr. Bonner. The first witness is Mr. Morse, Chairman of the 
Maritime Board. 


STATEMENT OF CLARENCE G. MORSE, MARITIME ADMINISTRATOR 


Mr. Morse. Gentlemen, this bill, H. R. 6025 (and the identical 
bill H. R. 6140) would prohibit the operation in the coastwise trade 
of vessels rebuilt outside the United States by amending section 27 
of the Merchant Marine Act, 1920, as amended (46 U. S. C. 883), 
and section 9 of the Shipping Act, 1916 (46 U. S. C. 808). The 
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OPERATION OF VESSELS REBUILT OUTSIDE UW. S§S. 
purpose of the amendment of such section 27 is to deny, on penalty 

of forfeiture, the privilege of transporting merchandise by water 

between points in the United States (including districts, Territories 

(except trust territories), and possessions thereof embraced within the 

coastwise laws) on vessels rebuilt in foreign yards. The purpose of 
the amendment of such section 9 is to alan from the coastwise 

trade and to deny to such vessels rebuilt outside the United States 
(its Territories (except trust territories), or possessions, or the District 
of Columbia) the privilege of engaging in the coastwise trade under 
such section 9. 

Under existing law, United States vessels are subject to an ad 
valorem duty of 50 percent on repairs made or equipment obtained 
abroad, except where required for the safety and seaworthiness of the 
vessels en route. These duties are payable whether the vessel is 
engaged in domestic or foreign commerce or both. 

A United States caaall built in a foreign yard may engage in the 
foreign trade of the United States but may not engage in the coastwise 
trade of the United States. 

Citizenship requirements for eligibility for documentation of vessels 
under the United States flag differ as between vessels to be used in the 
foreign trade and vessels to be used in the coastwise trade. In the 
former, a citizen interest of 50 percent as defined in section 2 of the 
Shipping Act, 1916, is required, while in the case of coastwise trade 
operation, a citizen ownership of 75 percent is required. 

From the policy viewpoint, it seems that closing the gap in the law 
with respect to the foreign reconstruction of a vessel and its eligibility 
for use in our coastwise trade would be consistent with national mari- 
time policy and principles. Factual circumstances and certain possi- 
bilities deserve consideration in measuring the practical effect of the 
bill, if enacted. 

There are no indications ot any large volume of ship reconstruction 
and reconditioning of United States-flag ships to be done in foreign 
yards in the near future. According to the records available, there is 
only one recent case, involving three ships, in which major conversions 
of United States-flag ships were performed in a foreign yard. Further, 
our records show that as of December 31, 1955, only four privately 
owned United States-flag ships of 1,000 gross tons and over are 
foreign-built and none of these exceed 6,000 gross tons. 

It appears that possible benefits to the domestic shipbuilding 
industry from the bill are conjectural, since there is no definite pos- 
sibility that rebuilding will be done in the higher cost domestic yards. 
On the other hand, there is no definite possibility that coastwise ship 
operators contemplate any substantial foreign rebuilding from which 
the coastwise fleet would benefit. It seems, therefore, that the issue 
raised by the bill is primarily one of basic legislative policy for 
determination by the Congress. 

It is our understanding that the Department of the Treasury is 
submitting for your consideration certain amendments to the bill 
designed to clarify its administration, if enacted, particularly with 
reference to the definition of the word ‘rebuilt’ and the inclusion 
of a requirement for reporting of any rebuilding of United States 

ies done abroad. We have no objection to the report requirement. 

We believe that some clarification of the definition of “rebuilt’’ is 
desirable, in that it may be so general as to unduly penalize a ship- 
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owner with the loss of his coastwise privilege because of some relatively 
minor alteration of the ship. We defer to the views of the Depart- 
ment of the Treasury in this respect. The committee may wish to 
consider an amendment as follows: 

Page 2, line 9, after the word “‘means’’, insert a comma and the 
following: 


subject to such rules and regulations as the Secretary of Commerce and the Secre- 
tary of the Treasury jointly shall prescribe. 


There appears to be no compelling reason why vessels of lesser ton- 
nage than those normally used in offshore service should be covered 
by the bill and it is recommended that only vessels of over 1,000 gross 
tons be covered. This could be accomplished by inserting after the 
word ‘‘vessel,’’ both on page 1, line 7, and on page 2, line 4, the clause 
“of more than 1,000 gross tons.”’ 

As a matter of technical drafting, the word “‘Act’”’ on page 2, line 9, 
should be stricken out and the following inserted in its place: 


section 27 of the Merchant Marine Act, 1920, as amended, or 


in section 9 of the 
Shipping Act, 1916, as amended. 


We believe that the main issue involved in the bill is one of legis- 
lative policy for determination by the Congress, and we have no 
objection to favorable consideration of the bill, subject to the con- 
siderations and amendments herein suggested for your attention. 

We request that the report on the bill by the Secretary of Com- 
merce of March 22, 1956, be made a part of the record of this hearing. 

Mr. Bonner. The report from the Secretary of Commerce is very 
similar to your general statement. Your general statement agrees 
with the report from the Secretary of Commerce. 

Mr. Morse. It does, Mr. Chairman. It is a 4-page single-spaced 
report. 

Mr. Bonner. We will insert it in the record at this point but we will 
not have it read unless some member desires it read. 

(The report referred to is as follows:) 


THE SECRETARY OF COMMERCE, 
Washington 25, March 22, 1956, 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

DrEaR Mr. CuHatrRMAN: This letter is in reply to your request of May 6, 1955, 
for the views of this Department with respect to H. R. 6025, a bill to amend the 
shipping laws, to prohibit the operation in the coastwise trade of vessels rebuilt 
outside the United States, and for other purposes. 

Subject to certain exceptions, vessels built outside the United States are ex- 
cluded from operation in the coastwise trade of the United States under the laws 
establishing the policy of cabotage. The bill would amend section 27 of the 
Merchant Marine Act, 1920, as amended (46 U.S. C. 833), and section 9 of the 
Shipping Act, 1916 (46 U. 8S. C. 808). The purpose of the amendment of such 
section 27 is to deny, on penalty of forfeiture, the privilege of transporting mer- 
chandise by water between points in the United States (including districts, Terri- 
tories (except trust territories), and possessions thereof embraced within the 
coastwise laws) on vessels rebuilt in foreign yards. The purpose of the amend- 
ment of such section 9 is to exclude from the coastwise trade and to deny to such 
vessels rebuilt outside the United States (its Territories (except trust territories), 
or possessions, or the District of Columbia) the privilege of engaging in the coast- 
wise trade under such section 9. The word “rebuilt’’ as used in the amendments 
is defined in the bill as follows: “altered in form or burden, by being lengthened 
or built upon, or from one denomination to another, by the mode or method of 
rigging or fitting.” 
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The bill further provides that it shall be effective only as to vessels rebuilt after 
date of enactment of the measure. 

Under existing law, United States vessels are subject to an ad valorem duty of 
50 percent on repairs made or equipment obtained abroad, except where required 
for the safety and seaworthiness of the vessels en route. These duties are payable 
whether the vessel is engaged in domestic or foreign commerce or both. A 
United States vessel built in a foreign yard may engage in the foreign trade of the 
United States but may not engage in the coastwise trade of the United States. 
Under the Merchant Marine Act, 1936, a citizen of the United States may secure 
construction-differential subsidy to be used in the construction in United States 
shipyards of vessels to be used in the foreign trade of the United States. Such 
subsidy is also available, under exceptional conditions, for aid in the reconditioning 
or reconstructing of vessels to be used in the foreign trade of the United States. 
Construction-differential subsidy is not available for the construction or the re- 
conditioning or reconstruction of vessels to be used in the coastwise trade of the 
United States. Citizenship requirements for eligibility for documentation of ves- 
sels under the United States flag differ as between vessels to be used in the foreign 
trade and vessels to be used in the coastwise trade. In the former, a citizen 
interest of 50 percent as defined in section 2 of the Shipping Act, 1916, is required, 
while in the ease of coastwise trade operation, a citizen ownership of 75 percent is 
required. 

It is not historically clear that the difference in the laws as applicable to vessels 
constructed abroad contrasted with vessels rebuilt abroad is an oversight or an 
anomaly. The provision for subsidy for the reconstructing or reconditioning of 
vessels to be used in the foreign trade of the United States was inserted in the 1936 
act with reluctance, and strict limitations were imposed on this type of financial 
aid, which was made available only in exceptional cases and is to be granted only 
after a thorough study and a formal determination in each case that the proposed 
reconstruction or reconditioning would be consistent with the purposes and policy 
of the 1936 act. The purposes and policy of the act were to provide for the 
construction and maintenance of the best-equipped, safest, and most suitable 
types of vessels constructed in the United States. It was emphasized in considera- 
tion of the bill that what was wanted was a merchant marine of new ships, not one 
of reconditioned ships. 

From the policy viewpoint, it seems that closing the “‘gap” in the law with 
respect to the foreign reconstruction of a vessel and its eligibility for use in our 
coastwise trade would be consistent with national maritime policy and principles. 
Factual circumstances and certain possibilities deserve consideration in measuring 
the practical effect of the bill, if enacted. 

So far as we are presently advised, there are no indications of any large volume 
of ship reconstruction and reconditioning of United States flag ships to be done in 
foreign yards in the near future. According to the records available, there is only 
one recent case, involving three ships, in which major conversions of United States 
flag ships were performed in a foreign yard. Further, our records show that as of 
December 31, 1955, only four privately owned United States flag ships of 1,000 
gross tons and over were built abroad and none of these exceeds 5,000 gross tons. 

If there should develop a substantial amount of rebuilding or remodeling in 
foreign yards in order to fit the vessels for service in a particular United States 
coastwise trade, such a development could, of course, strengthen and rehabilitate 
the coastwise trade at a lower cost than if the ships were rebuilt or remodeled in 
American yards. Such lower capital cost would put the owners of these vessels 
in a better competitive position. On the other hand, if a prohibition were placed 
on the use of United States flag vessels in the domestic trade because of rebuilding 
abroad, the net result may be that such ships would not be rebuilt in the United 
States because of the higher cost of such rebuilding and neither the shipbuilder 
nor the coastwise trade, nor operators and shippers, nor the national defense would 
receive any benefit. Thus, the number of vessels available for use in national 
emergency and in war would be reduced, and, likewise, opportunities for employ- 
ment of American seamen would be reduced. 

Summarizing, it appears that any benefits to the domestic shipbuilding industry 
from the bill are conjectural, since there is no definite possibility that rebuilding 
will be done in the higher cost domestic yards. On the other hand, there is no 
definite possibility that coastwise ship operators contemplate any substantial 
foreign rebuilding from which the coastwise fleet would benefit. It seems, there- 
fore, that the issue raised by the bill is primarily one of basic legislative policy for 
determination by the Congress. 
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It is our understanding that the Department of the Treasury is submitting for 
your consideration certain amendments to the bill designed to clarify its adminis- 
tration, if enacted, particularly with reference to the definition of the word “re- 
built” and the inclusion of a requirement for reporting of any rebuilding of United 
States ships done abroad. We have no objection to the report requirement. 

We believe that some clarification of the definition of ‘‘rebuilt’’ is desirable, 
in that it may be so general as to unduly penalize a shipowner with the loss of 
his coastwise privilege because of some relatively minor alteration of the ship. 
We defer to the views of the Department of the Treasury in this respect. The 
committee may wish to consider an amendment as follows: 

Page 3, line 10, after the word ‘“means’’, insert a comma and the following: 
“subject to such rules and regulations as the Secretary of Commerce, and the 
Secretary of the Treasury jointly shall prescribe, and a comma.” 

There appears to be no compelling reason why vessels of lesser tonnage than 
those normally used in offshore service should be covered by the bill and it is 
recommended that only vessels of over 1,000 gross tons be covered. This could 
be accomplished by inserting after the word ‘“‘vessel’’, both on page 1, line 7, and 
on page 2, line 4, the clause ‘‘of more than 1,000 gross tons.” 

As a matter of technical drafting, the word ‘‘Act’’ on page 2, line 9, should be 
stricken out and the following inserted in its place: ‘“‘section 27 of the Merchant 
Marine Act, 1920, as amended, or in section 9 of the Shipping Act, 1916, as 
amended.” 

As stated above, we believe that the main issue involved in the bill is one of 
legislative policy for determination by the Congress, and the Department of 
Commerce has no objection to favorable consideration of the bill, subject to the 
considerations and amendments herein suggested for your attention. 

We have been advised by the Bureau of the Budget that it would interpose 
no objection to the submission of this report. 

Sincerely yours, 
Sinctain WEEKS, Secretary of Commerce. 

Mr. Bonner. Mr. Allen. 

Mr. Atuen. I am confused about the amendment suggested on 
page 4 of your statement, which says on page 3, line 10, after the 
word ‘‘means.”’ 

Mr. Morser. That is a typographical error. That should be page 
2, line 10, after the word “means.” The word “means,” actually, 
is at the end of line 9. 

Mr. Auten. Thank you. 

Mr. Bonner. This is Mr. Garmatz’ bill and he desires to make a 
statement on it. 

I have to appear before another committee on a bill of mine, so I 
will ask Mr. Tumulty to preside in my absence. 

Mr. Tumutty. Mr. Garmatz. 


STATEMENT OF HON. EDWARD A. GARMATZ, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MARYLAND 


Mr. Garmatz. Mr. Chairman, I have a statement here relative to 
H. R. 6025, which I introduced to amend the shipping laws, to pro- 
hibit the operation in the coastwise trade of vessels rebuilt outside the 
United States. 

One of the purposes of the bill is to furnish additional work for our 
ship-building and ship-repair industry, in order to enable the ship- 
yards to keep their skilled workers and their facilities in readiness for 
any emergency. Another purpose of the bill is to promote the na- 
tional maritime policy wherever possible. This is especially import- 
ant in view of present international conditions. 

Our present laws, while clearly stating that only vessels built and 
documented under the laws of the United States may operate in our 
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coastwise trade, makes no mention of other types of work which may 
be done on vessels documented for this trade, such as rebuilding, re- 
construction, and conversion. This bill would amend certain sections 
of the shipping laws to make it clear, that in order to be eligible for 
coastwise operation, not only the original building, but also any re- 
building of the vessel must be done in American shipyards. The 
term “rebuilt” is defined in the bill. 

Mr. L. R. Sanford, president of the Shipbuilders Council of America, 
and Mr. Harris are here this morning to testify in behalf of this 
legislation, and will be glad to answer any questions any member of 
the committee may have in reference to the bill. 

I think the counsel has reports from the State Department, the 
Comptroller General, the Department of Commerce, the Department 
of the Navy, and the Department of the Treasury. I have copies of 
them here. 

Mr. Tumutty. We will put those reports in the record at this point. 

(The reports above referred to are as follows, except the report 
from the Department of Commerce, previously inserted :) 


DEPARTMENT OF STATE, 
Washington, D. C., August 17, 1955. 
Hon. HersBert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Re prese ntatives. 


Dear Mr. Bonner: In accordance with your letter of August 4, 1955, and the 
Department’s acknowledgment thereof dated August 10, 1955, consideration has 
been given H. R. 6025 to amend the shipping laws, to prohibit the operation in the 
coastwise trade of vessels rebuilt outside the United States, and for other purposes. 

H. R. 6025 would extend the protection presently afforded the American ship- 
building industry by the coastwise laws by denying participation in United States 
coastwise trade to vessels rebuilt in foreign shipyards. From the domestic point 
of view, this would appear to be a logical extension of the long-standing protection 
afforded our shipbuilding industry from foreign competition. From the stand- 
point of the Department’s responsibilities, however, H. R. 6025 represents another 
restriction on the exchange of goods and services between nations. It is, therefore, 
inconsistent with the overall foreign economic policy being pursued by the United 
States. For this reason, the Department does not recommend the enactment of 
the propose d legislation. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Turvuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, August 18, 1954, 
Hon. Herpert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
Ho ise of Re prese nlatives. 


Dear Mr. CuHarrRMAN: Reference is made to your letter of August 4, 1955, 
enclosing copies of H. R. 6025, 84th Congress, Ist session, and requesting our 
views and recommendations thereon. 

H. R. 6025 would further amend section 27 of the Merchant Marine Act, 1920, 
as amended, to prohibit the operation in the coastwise trade of any vessel which 
was rebuilt outside the United States, its territories, its possessions, or the District 
of Columbia. 

The proposed legisation appears to be consonant with the spirit and purpose of 
the Merchant Marine Act, 1920, as amended (46 U.S. C. 861 et seq.), which was 
designed to foster not only a strong merchant marine but also the shipbuilding 
industry of the United States. However, we have no special information on the 
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subject, and since the question as to whether there should be prohibited the opera- 
tion of American vessels in the coast wise trade which were rebuilt abroad is one of 
policy for the Congress to determine, we have no recommendation to make with 
respect to H. R. 6025. 
Pursuant to your request, this letter is furnished in quadruplicate. 
Sincerely yours, 
JOSEPH CAMPRELL, 
Comptroll ‘a Ge re ral of the United State 5. 





DEPARTMENT OF THE Navy, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington 25, D. C., April 2, 1956. 
Hon. HersBert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. CHarrRMAN: Your request for comment on H. R. 6025, a bill to 
amend the shipping laws, to prohibit the operation in the coastwise trade of vessels 
rebuilt outside the United States, and for other purposes, has been assigned to this 
Department by the Secretary of Defense for the preparation of a report thereon 
expressing the views of the Department of Defense. 

H. R. 6025 would prevent the use in coastwise trade of vessels rebuilt outside 
the United States or its possessions. This would extend the present prohibition 
against foreign-built vessels being used in such trade. 

Limiting rebuilding work on vessels used in the coastwise trade to American 
shipyards would aid this seriously distressed industry, and would assist the De- 
partment of Defense in its attempts to maintain the mobilization capacity of this 
country’s shipyards. 

Accordingly, the Department of the Navy, on behalf of the Department of 
Defense, favors enactment of H. R. 6025. 

This report has been coordinated within the Department of Defense in accord- 
ance eith procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report to the Congress. 

For the Secretary of the Navy. 

Sincerely yours, 
W. R. SHEBLEY, 
Rear Admiral, USN, 
Acting Judae Advocate General of the Navy. 


TREASURY DEPARTMENT, 
Washington, Fe bruary 10, 1956, 
Hon. Herrert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
Room 219, House Office Building, Washington, D. C. 


My Dear Mr. CHaArRMAN: Reference is made to your communication of May 
6, 1955, requesting the Department’s comments concerning H. R. 6025, a bill to 
amend the shipping laws, to prohibit the operation in the coastwise trade of vessels 
rebuilt outside the United States, and for other purposes. 

The bill is designed to extend the historic policy of this Government looking to 
the protection of American shipbuilding and repair yards from foreign com- 
petition. Whether its enactment will affect adversely or further the development 
and maintenance of the American merchant marine, to which the United States 
is committed by section 101 of the Merchant Marine Act, 1936 (U.S. C., 1952 
edition, title 46, see. 1101), is a question which involves factual and policy con- 
siderations beyond the scope of the Treasury Department’s jurisdiction. Since 
this Department would be charged with the administration of the bill, if enacted 
in its present form, there is enclosed a memorandum pointing out results that 
might be deemed undesirable and suggesting amendments. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
Davip W. KENDALL, 
Acting Secretary of the Treasury. 
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MEMORANDUM ACCOMPANYING A Report on H. R. 6025, a Britt To AMEND 
THE SHippina Laws, To PrRou#ipit THE OPERATION IN THE CoASTWISE TRADE 
oF VESSELS REBUILT OUTSIDE THE UNITED STATES, AND FOR OTHER PURPOSES 


The bill is apparently designed to encourage rebuilding of vessels of the United 
States in American shipyards by depriving any such vessel when rebuilt in a 
foreign country of the right to continue to engage in the coastwide trade. The 
bill would accomplish this by further amending the Merchant Marine Act, 1920, 
and the Shipping Act, 1916. 

The purpose appears to be entirely consistent with policy pronouncements in 
other legislation which, as a general proposition, reserves the privileges of the 
coastwide trade to vessels built in the United States. 

However, the Secretary of Commerce is primarily charged with consideration 
of policy matters affecting the development and maintenance of the merchant 
marine and will no doubt comment on the advisability of the proposal from that 
standpoint. Nevertheless, since theis Department is charged with administra- 
tion of the laws governing the coastwise trade, the following comments are sub- 
mitted for the consideration of the committee. 

One of the exceptions to the above mentioned reservation of the coastwise trade 
to American vessels is found in section 9 of the Shipping Act, 1916, as amended 
(U. 8. C., 1952 edition, title 46, sec. 808). That section among other things, 
permits foreign-built vessels purchased from the Maritime Administration by 
citizens to engage in the coastwise trade while so owned. Section 2 of the bill 
would exclude American-built vessels rebuilt abroad from such trade, even when 
purshased from the Administration under the same circumstances, and thus would 
appear to accord an unwarranted preference to foreign-built vessels and dis- 
criminate against vessels built in the United States. Further, the proposal would 
appear inequitably to exclude foreign-built vessels rebuilt abroad before acquisi- 
tions and sale by Maritime from the coastwise trade, while still permitting foreign- 
built vessels which have not been so rebuilt to engage in that trade. 

Section 3 of the bill includes a definition of the term “‘rebuilt.”’” The generally 
accepted definition of that term as applied to vessels is that found in the case 
of United States v. The Grace Meade ((D. C., E. D. Va. 1876) 25 Fed. Cas. 1387, 
Fed Cas. No. 15,248). That definition, which has been adopted by the Supreme 
Court and which is incorporated in the regulations of the Bureau of Customs 
of this Department, is in brief that a vessel is considered rebuilt if any consider- 
able part of the hull of the vessel in its intact condition, without being broken 
up, is built upon. New Bedford Dry Dock Co. v. Purdy (The Jack-O’ Lantern) 
((1922) 258 U.S. 96; footnote 17, section 3.28, Customs Regulations (19 C. F. R. 
3.28, footnote 17)). 

The definition contained in section 3 of the bill, which appears to have been 
taken from section 4170 of the Revised Statutes, as amended (U. 8. C., 1952 
edition, title 46, sec. 39), relating to the alteration of vessels, is much broader. 
It would apparently be broad enough to include a minor alteration affecting 
tonnage. For instance, an alteration in burden might occur if a permanent enclo- 
sure such as a deck locker for steamer chairs or life preservers were to be added 
during the course of repairs necessitated by damage under stress of weather. 
For such a relative trifle, the vessel involved might be deprived forever of the 
valuable right of engaging in the coastwise trade. 

It is accordingly suggested that the proposed definition is probably broader than 
is desirable to accomplish the purposes of the bill and that the definition should 
be restated in more express terms or should be omitted, in which case the definition 
in the case of the Grace Meade would apparently be applicable. 

Section 4 provides that the act shall be effective only as to vessels rebuilt after 
the date of enactment. It would apparently be effective as to vessels in the 
course of rebuilding on the date of enactment. In order to eliminate any retro- 
active applicability, it is recommended that the effectiveness of the act be limited 
to those vessels which are rebuilt under a contract, agreement, or understanding 
entered into after the date of enactment. 

Since the act would require an affirmative action on the part of this Department 
to insure that vessels which are not entitled to engage in the coastwise trade will 
be excluded from the privilege of documentation therefor, and since the act would 
not be self-enforcing, it is suggested that a new section be added to provide a 
penalty for a failure to report a rebuilding of a vessel in a foreign country. It is 
suggested that the following language might be appropriate: 

“Sec. —. If any vessel documented under the laws of the United States or last 
documented under such laws, is rebuilt outside the United States, its Territories 
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(not including trust territories), or its possessions, a report of the circumstances 
of such rebuilding shall be made to the Secretary of the Treasury upon the first 
arrival of the vessel thereafter at a port within the customs territory of the United 
States in accordance with such regulations as the Secretary may prescribe. If 
the required report is not made, the vessel, together with its tackle, apparel, 
equipment, and furniture, shall be forfeited, and the master and owner shall each 
be liable to a penalty of $200. Any penalty or forfeiture incurred under this act 
may be remitted or mitigated by the Secretary under the provisions of section 5294 
of the Revised Statutes of the United States, as amended (U. 8. C., 1952 edition, 
title 46, sec. 7).” 

The words ‘for the District of Columbia’’, although used in sections 1 and 2 
of the bill, have been omitted from the above-suggested language respecting the 
place of rebuild because of the fact that the District is not excepted from the 
United States under any definition contained in the Merchant Marine Act, 1920, 
as amended. For the same reason, your committee may wish to insert ‘‘or’’ 
before “‘its’’ in line 8, page 1 of the bill and delete, ‘‘or the District of Columbia,’’. 
A similar change may be made in line 6, page 2. 


Mr. Garmatz. I have no particular questions to ask Mr. Morse. 
Mr. Tumuttry. We have received a statement from Senator John 

Marshall Butler that will be inserted in the record at this point. 
(The statement referred to is as follows:) 


STATEMENT OF SENATOR JOHN MARSHALL BuTLER ON H. R. 6025 


Mr. Chairman and distinguished members of the House Merchant Marine and 
Fisheries Committee, it is a pleasure for me to have this opportunity to urge you 
to give favorable consideration to H. R. 6025, a companion bill to 8. 1864 which 
I introduced in the Senate on May 2, 1955. 

The main purpose of this bill is to amend our’shipping laws in order to prohibit 
the operation in the coastwise trade of vessels rebuilt outside the United States. 
As you know, various Americano-flag vessels have been rebuilt ian shipyards outside 
the United States; H. R. 6025 is intended to prevent a recurrence of this situation. 

As you undoubtedly know, the Shipbuilders Council, representing the major 
shipbuilding and ship-repair yards throughout the country, strongly favors the 
enactment of this bill. In addition, I have received letters urging its enactment 
from Mr. John J. Grogan, president of the Industrial Union of the Marine and 
Shipbuilding Workers of America; and from Mr. Henry W. Clark, of the Alaska 
Steamship Co. I am sure that your committee has also received other letters 
recommending its passage; and I have complete confidence that in weighinz the 
pros and cous of this measure, you will give due consideration to the fact that it 
has great support from large and important labor and management segments of 
the American shipping and shipbuilding industries. 

Turning briefly to the bill, you will note that it amends section 27 of the Mer- 
chant Marine Act of 1920, as amended, and section 9 of the Shipping Act, 1916. 
The purpose of the amendment of section 27 is to deny, on penalty of forfeiture, 
the privilege of transporting merchandise by water between points in the United 
States on vessels rebuilt in foreign yards. The purpose of the amendment to 
section 9 is to exclude from the coastwise trade and to deny to such vessels rebuilt 
outside the United States, the privilege of engaging in the coastwise trade under 
section 9. The bill sets up a definition of “rebuilt’’ and provides it shall be 
effective only as to vessels rebuilt after the date of enactment of the statute. 

As you know, the Navy Department on behalf of the Department of Defense 
favors the enactment of this bill. In a letter to the chairman of the Senate Com- 
mittee on Interstate and Foreign Commerce, dated April 2, 1956, Rear Adm. 
W. R. Sheeley reported the favorable attitude of the Department of the Navy 
and the Department of Defense, and went on to state: 

“Limiting rebuilding work on vessels used in the coastwise trade to American 
shipyards would aid this seriously distressed industry, and would assist the De- 
part of the Defense in its attempts to maintain the mobilization capacity of this 
country’s shipyards.”’ 

Of course, you will want to weigh this favorable report by the Department of 
Defense and the Navy Department against the report in opposition :to the bill 
submitted by the Department of State. While conceding that, ‘“From the domes- 
tic point of view this (S. 1864) would appear to be a logical extension of the long- 
standing protection afforded our shipbuilding industry from foreign competition,” 
the State Department opposes the bill because it claims that it ‘represents another 
restriction on the exchange of goods and services between nations.” 
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I have no doubt which of these two departmental views you will find the 
weightier. While it was perhaps understandable for the State Department to 
take this negative position in June 1955, I would not be at all surprised if a more 
up-to-date report revealed that the State Department no longer opposed the bill. 
[ say this in view of the fact that the State Department appears recently to have 
become more conscious of the importance of a healthy, privately owned American 
merchant marine; witness its reversal on the cargo-preference bill which it now 
no longer Opposes. 

Turning for a moment to the position which the Commerce Department takes 
on the bill, I note in a letter dated March 22, 1956, from Secretary Weeks to the 
chairman of the Senate Interstate and Foreign Commerce Committee, that that 
Department neither favors nor opposes the enactment of 8. 1864 (or, I assume, its 
companion, H. R. 6025). Its position is contained in the following paragraph: 

“Summarizing, it appears that any benefits to the domestic shipbuilding 
industry from the bill are conjectural, since there is no definite possibility that 
rebuilding will be done in the higher cost domestic yards. On the other hand, 
there is no definite possibility that coastwise ship operators contemplate any 
substantial foreign rebuilding from which the coastwise fleet would benefit. 
It seems, therefore, that the issue raised by the bill is primarily one of basic 
legislative policy for determination by the Congress.”’ 

However, the Department of Commerce does concede that from the policy 
viewpoint, the enactment of this bill ‘‘would be consistent with national maritime 
policy and principles.’”’ Therefore, on that ground alone the bill should pass 

While I have not had an opportunity to carefully consider the recommendations 
for amendments made by the Commerce Department and the Treasury Depart- 
ment, my first impression is that the proposed amendments have merit and should 
be carefully considered, 

Accordingly, I urge you to give favorable consideration to H. R. 6025 and to 
report it favorably with whatever amendments you, in your sound judgment, 
deem to be appropriate and in the best interest of our Federal maritime policy. 

Mr. Tumuury. Mr. Morse, did you desire to say anything further? 
Mr. Morss. I have nothing further to add. 

Mr. Tumutry. Any questions? 

Mr. Ray. We might ask Mr. Morse whether he has any comments 
on H. R. 5690, which seeks exception to the rules we have been talking 
about, unless he is going to testify separately on that. 

Mr. Morsr. I was going to testify separately on that. 

Mr. Tumuury. Any further questions? 

I believe the counsel has a few questions. 

Mr. Drewry. Mr. Morse, you mentioned that only 4 privately 
owned United States flag ships of 1,000 gross tons and over are foreign 
built. In that situation, are they subject to the duty in order to 
document them under the United States flag? 

Mr. Morse. It is my understanding they are not. 

Mr. Drewry. So anyone who had vessels built abroad could have 
them documented under the United States flag and operate them as 
United States flag ships? 

Mr. Morsr. That is what I understand. 

Mr. Drewry. As far as repairs are concerned, they are subject to 
an ad valorem duty? 

Mr. Morse. They are unless they come within the exception. 

Mr. Drewry. That is, the emergency exception? 

Mr. Morse. Yes. 

Mir. Drewry. You also mentioned one recent case involving three 
ships in which major conversions of United States flag ships were 
performe din a foreign yard. Those, as I recall, were three ships 
belonging to the American-Hawatian Steamship Co.? 

Mir. Morse. Yes. 


Mr. Drewry. And they had been approved for construction 


. bsidy ? 
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Mr. Morse. That is correct. 

Mr. Drewry. But funds were not requested to carry out the 
Government’s portion of that construction? 

Mr. Morse. That is correct. 

Mr. Drewry. Then when that happened, they went abroad to 
have the conversion work done. Although this is consistent with the 
law on newly built ships in the domestic trade, I wonder where we 
would have been if it had not been for this loophole, as it is called, for 
these three ships, whether the work ever would have been done so that 
they could go into the service in which they are engaged? 

Mr. Morse. [ was not with Maritime during the time that request 
for construction subsidy was made. Maybe Mr. Stakem can answer 
that. 


STATEMENT OF THOMAS E. STAKEM, JR., ASSISTANT TO DEPUTY 
MARITIME ADMINISTRATOR 


Mr. Srakem. I think it was a matter of timing. There was no 
budget recommendation made prior to the time the company decided 
to take the ships to Japan and have them reconverted. 1 do not think 
there was any disposition on the part of the Maritime Commission 
not to come up at the appropriate time for funds. It was a question 
of timing, and they moved pretty quickly to the reconversion in Japan. 

Mr. Drewry. Mr. Morse, I notice you say 

There appears to be no compelling reason why vessels of lesser tonnage than those 
normally used in offshore service should be covered by the bill. 
That brings up a point which Mr. Ray was touching on. We will 
come to it later in more detail, but most of the cases that we have 
asking for exemption involve small vessels, where the vessels are 
much smaller than 1,000 tons. Would the principle apply whether 
they are rebuilt or newly built vessels? 

Mr. Morse. As I understand your question, you are inquiring 
why we recommend that vessels of 1,000 gross tons and over should be 
subject to this restriction, but smaller vessels be permitted to be 
reconverted abroad? 

Mr. Drewry. That is correct. 

Mr. Morse. We know of no instance where the reconversion has 
been done of small vessels abroad, and it is less likely that the small 
vessel would be taken abroad for purposes of reconversion. 

Mr. Drewry. That still would not affect the principle? 

Mr. Morsn. No; 1 do not see that it affects the principle. 

Mr. Drewry. There has been some talk about owners of tankers 
desiring to ‘“jumboize” them by cutting them in half and inserting 
an additional section and engaging in coastwise trade. Have you 
heard of any proposals along that line for work to be done outside the 
United States? 

Mr. Morse. Yes. I cannot recall the specific instance, but I do 
recall that that has been mentioned to me, that operators were con- 
sidering having that work done abroad. 

Mr. Drewry. You know of no specific instances? 

Mr. Morse. I do not recall the identity of the companies. I do 
recall that the possibility was mentioned. 

Mr. Drewry. That is all, Mr. Chairman. 

Mr. Tumutry. Any further questions? 
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Mr. Preuiy. Mr. Morse, did I understand that repair work done in 
foreign yards was subject to tariffs on parts and construction work? 

Mr. Morse. Parts and equipment are dutiable 50 percent upon its 
return unless it is within the exemption provision. The exemption 
provision, I do not recall the exact language, but it is something to 
the effect of emergency repairs occurring during the voyage. 

Mr. Pexty. In the P uget Sound area we have certain small boats. 
I do not know that they “would be classified as engaging in coastwise 
trade, but they do a considerable amount of business and I or 
go between Canada and the United States in many instances. I do 
not know what their tonns we is or anything about it, but I wonder 
if they would be affected by this particular bill? 

Mr. Morse. On our recommendation they would be if they are in 
excess of 1,000 tons. 

Mr. Petiy. I do not believe they are in that category. 

Then we have barge lines that are towed by tugs between Alaska 
and the United States proper. Have you any idea as to the effect of 
this bill on any rebuilt vessels that might engage in that trade? 

Mr. Morsr. It is my understanding that the duty applies to any 
vessel that is registered and documented, whether it is self-propelled 
or otherwise. 

Mr. Pretuy. I am sure the shipping interests will know of any effect 
this bill would have in my part of the country, and I may have further 
questions later. 

Thank you, Mr. Chairman. 

Mr. Tumutry. The next witness is Mr. James W. Gulick, Chief of 
the Division of Marine Administration, Bureau of Customs, Treasury 
Department. 

Mr. Gulick, we will be glad to hear from you at this time. 


STATEMENT OF JAMES W. GULICK, CHIEF, DIVISION OF MARINE 
ADMINISTRATION, BUREAU OF CUSTOMS, TREASURY DEPART- 
MENT 


Mr. Guticx. Mr. Chairman, my name is James W. Gulick, Chief, 
Division of Marine Administration, Bureau of Customs, Treasury 
Department. 

Would you care to have me read the report of the Secretary on this 
bill, or have me touch mostly on the points in the report during my 
statement? 

Mr. Tumutty. The report of the Treasury Department has already 
been made a part of the record, and I do not think it is necessary to 
read it unless the members of the committee desire it to be read. 

Mr. Guticx. Thank you. 

One of the principal privileges of a documented vessel is its right to 
engage in the coastwise trade. As a condition precedent to the 
enjoyment of that right, the vessel must have been built in the United 
States. If foreign-built, it must have been cleansed of the disability 
resulting from foreign build by certain prescribed occurrences, such as 
capture and condemnation as a prize of war, a decree of forfeiture to 
the United States for a breach of its laws, or a sale by the Maritime 
Administration to a citizen under section 9 of the Shipping Act, 1916, 
as amended (46 U. S. C. 808) which is dealt with by section 2 of 
H. R. 6025. 
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Once having acquired the right to coastwise privileges, the right is 
not lost under existing law by alterations in a foreign country which 
are not sufficient to destroy the vessel’s former identity and to vest 
it with such a different character as to result in the creation of a new 
vessel. 

Because this is really the heart of H. R. 6025, with your permission, 
Mr. Chairman, I should like to deal with section 3 first. The definition 
of “rebuilt”? contained in that section is modeled after section 4170 of 
the revised Statutes (46 U.S. C. 39). That statute lists certain con- 
tingencies which require the redocumentation of a registered vessel. 

It has been construed over the years to include any alteration which 
results in a change of description appearing on the vessel’s register. 
One instance is an alteration resulting in a tonnage change. 

If the definition is enacted in its present form, an alteration resulting 
in a minor change of tonnage would deprive the vessel of coastwise 
privileges. For example, alteration of a bait tank on a fishing vessel, 
or the installation of a deck chair compartment on the deck of a pas- 
senger vessel, might be sufficient to class the vessel as rebuilt under 
H. R. 6025. 

Your committee may desire to omit the definition or include a new 
one based upon the principle of United States v. The Grace Mead 
(D. Ci E. D., Va., 1876) (25 Fed. Cas. 1387, Fed. Cas. No. 15, 243) 
which was adopted by the Supreme Court in New Bedford Dry Dock 
Co. v. Purdy (The Jack-O’ Lantern) ((1922), 258 U.S. 96). I offer a 
copy of these cases for the committee’s information. 

Mr. Tumuttry. They will be made a part of the record. 

(The documents referred to are as follows:) 


Case No. 15243 
UNITED STATES v. THE GRACE MEADE 
[2 Hughes, 83; 22 Int. Rev. Rec. 91] 
District Court, E. D. Viriginia. March 13, 1876 


SHIPPING REGULATIONS—CHANGE OF NAME—IDENTITY OF VESSE! 
REBUILDING 


1. It is the policy of the admiralty law to discourage changes in the names of 
vessels. 
2. Admiralty courts, therefore, will go very far in ruling that rebuilt vessel 


are in law identical with those from the material of which they are built, and in 
requiring them to be registered in the same names 


3. Where any substantial portion of the frame or skeleton of an old vessel 


built upon and preserved intact, in constructing the new, the courts lean towards 
holding the vessel to be the same in law. 

+. But where no such part of the frame or skeleton is left ‘intact, but each timber 
of the old vessel is first dislocated before being used in the new, in such case th 
vessel is a new one, and may bear a new name, though having the model of the old 
vessel, 


[Cited in Hartupee v. Coal Bluff No. 2, Case No. 6,172.] 


IN ADMIRALTY LIBEL FOR FORFEITURI 


Hugues, District Judge. The United States brings this libel, demanding for- 
feiture of the steam tug Grace Meade, for an alleged change of name, under the 
act of congress approved May 5, 1864, passed “for the prevention and punishment 
of frauds in relation to the names of vessels.’ (13 Stat. 63, 64, Rev. St., see 
4179, p. 811.) A vessel of the same model, and partly of the same material, 
called the Agnes, had been blown up on the James River, a few miles above City 


7537—56——3 
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mn September 10th, 1872; and the Grace Meade was completed and registered 
1874 The officers of the Government erroneously supposed that the 
iad been towed from the James River to Baltimore, and there rebuilt 
facts were substantially as follows: The steam tug Agnes was built at 
town, N. J., in 18706 and 1871. She was brought to Richmond late in 1871, 
there sold to Mrs. Grace G. Lawrenes , as her separate property. €: i 
S. Lawrence, husband of the purchaser, became her master. 
F tow, in September, 1872, a few miles above City Point, in l 
, her boiler exploded, killing five men and sinking the vessel, which was 
iderablvy blown to pieces Her sides were blown away; large openings were 
ylown into both sides of her hull; the boiler was ruined; the engine much damaged: 
he hull broken into halves; the deek blown off, from the engine-room to the bow: 
timbers of the vessel much shattered; all the ribs destroyed except 
‘n-post too much injured for reuse, and the wreck generally 
was fir raised about October Ist, 1872, | 
to the flats above City Point. ° 
her such material as could be reused, 
All of the machinery was got out 
, and the wheel, which could not be removed. 
the flats until May, 1873. Then a railway was made and 
ghtened and lifted upon the railway by means of chains 
Darges, The model of the Aaqnes having been a verv 
very swift, it was the desire of Captain Lawrene« 
the same model. For this purpose all the old timers 
‘e gathered up, and these, as well as those already in the 
to obtain in outline the mod 
le The new vessel was built to the outline 


} 


ened together so as 


‘Th fro 1h the old timbers for new ones, and once 
he new vessel where it was sound and unshatte 
vessel, the old shaft, wheel, and engine-frame, 
before, been inable to remove, were left is 
new boat was built to them in their old 
and general plan of the Agnes were studi 
the Grace Veade, ind the bulky machinery 
Other parts r tl 
vas changed | 
it, and its upper part cut 
put in, and searfed to the 
old kee! six or eight feet long, 
‘sons were put in 
me-half of chestnut an 
white oak 
king 
i the 
deck, onl a 
Of the sixty 
ed. Of the log: 
m Was first 
id 
n aggregate of sor .200 feet: the 
new \ ‘| being upward of 30,000 


ty Point. 


the ou. 


ail 


l 
plied t ( 
t. It seen hat while the 


1 been her agent in Richmond d 


of 1874; and C 


customs 


| 1872 It seems al 
ss of construction at City Point, Mr. Currie ap- 
Ri ‘-hmond for the registration of the rhe Ves- 
Che collector had written for instructions to 

» in his letters that the Agnes had been towed 

Upon this statement, the Secretary had declined 

new name, as without authority of law. The 

motive of Captain Lawrence in desiring the name Grace Meade to be given the 
el was, that that had been the maiden name of his wife, who, greatly shocked 

hat had befallen the Agnes, had soon after died. There was no 
Aanes of any sort, and it is not pretended that there was any 

‘aptain Lawrence to desire the name Grace Meade to be given 

he one which has been mentioned. There is no charge Or Sus- 
When Captain Lawrence applied, in August 1874, at Norfolk, 











OPERATION OF VESSELS REBUILT OUTSIDE U. 8. LS 


for the registration of the vessel, the special agent of the Treasury here, Mr. Ira 
Ayer, Jr., instituted an inquiry into the facts of the explosion of the Agnes, the 
building of the Grace Meade, and the attempt which had been made a vear before 
at Richmond for registering the vessel in the new name. The result of the inquiry 
was to convince the officers here that the vessel could lawfully be registered as the 
Grace Meade, and papers were accordingly given her, dated August 4th, 1874. 
This libel was brought February 20th, 1875; and I am to decide, upon the case as 
presented, whether the vessel is forfeitable under the act of Congress of May 5th, 
1864. 

1. In point of fact it cannot be pretended that the Grace Meade is the same ves- 
sel as the Agnes. True, the model is the same; but one egg may fit in the mould 
of another without being the same egg. True, one-twentieth or one-thirtieth of 
the timber of the Agnes was used in constructing the Grace Meade; but it would be 
idle to pretend that in point of fact, the use of so small a portion of the material 
of one vessel made the new one the same as the old. The fact of the machinery 
being in great part the same in the two vessels, has no bearing upon the question 
of identity; it having never been pretended that the successive use of machinery 
by two vessels identified the vessels themselves as the same. 

2. The real inquiry is, whether in point of law the Grace Meade is 2 new vessel, 
or the old vessel Agnes rebuilt. The policy of the maritime law, for reasons so 
obvious that they need not be stated, is very strongly to discourage a change of 
the names of vessels. Accordingly, it is held that a vessel, which in the course of 
time has undergone iepairs to such an extent that her old material may have 
entirely disappeared and been replaced by other material, is still in law the same 
vessel. And generally, it may be held as a principle, that, where the keel, stem, 
and stern-posts and ribs of an old vessel, without being broken up and forming 
an intact frame, are built upon as a skeleton, the case is one of an old vessel rebuilt, 
and not of a new vessel. Indeed, without regard to the particular parts reused, 
if any considerable part of the hull and skeleton of an old vessel in its intact con- 
dition, without being broken up, is built upon, the law holds that in such a case 
it is the old vessel rebuilt, and not a new vessel. But where no piece of the timber 
of an old vessel is used without being first dislocated and then replaced, where no 
set of timbers are left together intact in their original positions, but all the timbers 
are severally taken out, refitted, and then reset, there we have a very different 
case. That is a case of a vessel rebuilt. There it is of little consequence how 
much of the old timber is reused. If none of the old timber is left undisturbed, 
if all of the timber used, whether old or new, is taken up, refitted, and reset, as 
Was the case in rebuilding the Grace Meade, then I think the case is presented of a 
vessel built anew, and not of an old vessel rebuilt. 

I think it is clear from the evidence that not one piece of the Agnes was used 

in the construction of the Grace Meade, without having been first taken up, and 
handled, before being placed in its present position. No part of the frame of the 
Agnes, not even the smallest, was used as a frame in the Grace Meade. Iam clear, 
therefore, in the opinion that the Grace Meade was a new vessel, and not identical 
with the Agnes in the legal sense of the identity of vessels. 
3. I think, moreover, that where the proper officers of the United States, after 
a full investigation of the facts of the building of a vessel, and where there is no 
fraud or concealment on the part of the owner, conclude that a vessel may be 
registered in a given name, a court of admiralty ought not to look with favor upon 
a libel for the confiscation of that vessel for bearing the name in which the govern- 
ment itself registered her. 

I will sign a decree dismissing the libel at the costs of the United States 


NEW BEDFORD DRY DOCK COMPANY v. PURDY, CLAIMANT OI 
THE STEAMER “JACK-O-LANTERN 


APPEAL FROM THE District Court OF THE UNITED STaTEs FOR THE DISTRICT 
OF MASSACHUSETTS 


No. 131. Argued January 27, 1922—Decided February 27, 1922 


A contract for the wood-work involved in converting a car-float into an amusement 
steamer by removing the car tracks, relaying the decks as dancing floors and 
adding a superstructure, steering apparatus and steam propulsion plant, is a 
maritime contract for repairs as opposed to original construction, within the 
Maritime Lien Act of June 23, 1910, and within the admiralty jurisdiction of 
the District Court. P. 99. 

266 Fed. 562, reversed. 
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\pprreAL from a decree of the District Court dismissing a libel to recover damages 


ind enforee a lien for repairs 
Ur. George R, Farnum, with whom Mr. Lee M. Friedman was on the briefs, for 


Vr. George L. Dillaway for appellee. 

The identity of the car-float was completely lost by the conversion into an 
imusement steamer, Mere identity of hull is not sufficient to preserve the 
lentit of the vessel Ve Master v. One Dredge, 95 Fed. 832; The Dredge A, 
17 Fed. 617, 629, 630; Thames Towboat Co. v. The ‘‘ Francis McDonald.’ 254 

U.S. 242, 
The work done was not to repair, reconstruct, or furnish anything to the 
steamer ‘‘ Jack-O-Lantern,’ the vessel which the libelant has libeled in this case, 
Such a craft was not in existence. The work done was not necessary to the repair 
‘ of the original car-float. It was only necessary to bring the steamer which was 
ibeled into existence. The ecar-float itself was destroyed and disappeared as a 
craft by means of the very work which the libelant did, and a new and entirely 


Lifts t tvpe of vessel came into existenee, This was construction of a steamboat 
1 repairs to a ear-float. 
Che Act of June 23, 1910, gives a lien for “repairs, supplies or other necessaries 
te ven if the contract in this case were maritime in its nature, the libelant 
‘ must show that the work done comes within the description of “repairs.” The 


istinection between repairs and reconstruction is drawn in The Susquehanna, 267 
Fed. 811; and The Harvard, 270 Fed. 668. The statute, so far as it applies, only 
removes the distinetion between foreign and domestie vessels, making no change 
eneral principles of the law of maritime liens. Piedmont Coal Co. v. Seaboard 

es Co., 254 U. S. 1, 11: The Oceana, 244 Fed. 82: The Hatteras, 255 Fed. 


» Fed. 348. It does not inelude reconstruction The 







518: The Muskegon. 2 





Schiuylt 267 Fed. S11 
It does not create new classes of liens or make maritime What was not maritime 
efore The J. Doherty, 207 Fed. 997; The Sinaloa, 209 Fed. 287; The Hatteras, 
pre Tha hes Towboat L.% The Francis VeDonald.”’ 254 U. s 242 Piedmont 
(‘a fn. x Seaboard Fisheries Co.. s pra; The “United States.’ 193 Fed, 552 
| ray ’ include all services, even though the contract be maritime The 


( /, i Fed. 843. 
Rey il? mInav be veryv extel sive. Hardy \ Ruaqales, Fed. C"as. No GO62: 
\ h Pacific S. S. Co. v. Ha RB Co., 249 U. S. 119: The Harvard supra; 





Os 
Don v. The Starlight, 103 Mass. 227. But they must not change the identity 
f 4 se] 
NI ] STICH \I Rey Oy - delivered the opinion of the court 
Claiming a lien under Act of Congress approved June 23, 1910, ¢. 373, 36 Stat 
‘ ! { 1 se ing to recover for work done and supplies furnished in purstlanee ot 
contract with the owner of the “Jack-O-Lantern,” appellant libeled the vessel. 
Che libel was dismissed for lack of jurisdiction. If the agreement between the 
arties maritime there was jurisdiction, otherwise there was none. 
i ot i lispute They were stated as follows by the District 
{ i ? 
The Jack-O-Lantern was originally a car float of the usual type, something 
200 fee long, with neither motive power nor steering gear, and having two 
ek on her single deek. The elaimant bought her and proceeded to 
onvert her into a steamer to be used for amusement purposes. The tracks were 
oved, the deck relaid to make a dancing floor, a large house, or superstructure, 
= built, inelosing most of the deck, and containing a dance hall, rooms, balconies, 
steering appat s and a steam plant of the prope ler type for yropulsion 
ny a 
ror the purpe f carrving out these changes the contraet now before t} court 
is dae petwee the clan int and the libelant. It covers, generally sp iking, 
‘ MmWwor! hnvolve j I the changes above outline d The libe laa { did nol 
nstall the power plant, but it did prepare the vessel for it. The scow was towed 
} hi ‘ i] Pep é tires of the t fed S { ( 
I t ig rey rs, Suj lie ( othe necessalr neluding t e of dr 
t} reign or ¢ upon the order of the owner or ne I 
( shall nave a maritime lien on the v I 
le hat } 
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Lo 1 libelant’s vard for the work to be done TI engine and boiler were 
installed. As they were not vet in working condition w] the vessel lef 
libelant’s vard, she was towed away.’ 
| pon these facts it held that the contract Was ) ( r ilrs rs pill 
Dut for original construction, and there fore non-lhla ( | l e do I 
Phame Towboat Co. vy. Ti “Francis McDonald,” 254 | Ss. 242 | 1 
Ope tions the test is whether the identit f tl] 1 ont ( 
extinguishe “The matt S si view 1 pe 1 oO iC 
( { { eg ted | t i lea hat ¢ f yf ¢ ] " \ 
lelivered to tl hile 1 S compte | Los ) I SiO ) 
el = er under the co ract Sull it Is nuUdi 
( hut e] ide il Oo ~ ) s i¢ 
( e Jack-O-] I I ri 0 ( 
I eto ( 
: furnis he | In support of this Ml 0 
/ 5 Fed. 832 d 7 Dre 1, 217 Fed. 617, 6 630, we 
i i =\ oO de yl | 
CoO \ ) act f t! TO l - ) 
Wi oO 1 to « i ) t / i 
} ( } } \/ l nald i! 
Oo Ss ( n 
} j So. } t 
it | 
! ( \ ais ( i 
! e lat Oo sed in the ( S 
\ eo P ( ( { f 
( 2 | 12 \( 2'3 ) 
= DI ( 1) yf } 
} ; ( he ec } i 
L his ¢ ri { le iken and ho ww ¢ 
f re d 1 Col ructi I ( 
Js ( I ( ited 
‘ hie ( Is ) ce r} Vie ] s! 
] 5 \ } a oA es 7 ) 
ind generally, it may be held pr 
te posts id ri of an old vess¢ ( 
ior! u tt ( x ( ( 
{ not of a1 esse] Indeed 
} 1, 1f ar considerable } of the 1] \ 
conditic without being broke ip is ’ old 
j 1 se it is the old vessel rebui nd B 
pl tim! Ol il ld Vé e] i Lint | \ 1 
t} d \ 0) ¢ of mers t eft t¢ i 
positions, but all the timbers a severally taken I ind 
here w ive a very different case That is a case of sel rebui 
Chere was jurisdiction in the court below to determine and force the right 
Or the yariles Its judgment to the contrar\ nust be reversed and iu 
d for further proceedings in conformity with this opi 
Ni Guuick. This theory has been a lopted by the Bureau of 


Customs in footnote 17, section 3.28 (b 


of its reculations (19 CFR 
3.28 b 


The rule is, in part, that a vessel is rebuilt if any consider- 
able part of the hull of an old vessel in its intact condition, without 
being broken up, is built upon. 

The vessel repair statute found in section 3114 of the Revised 
Statutes (section 466, Tariff Act of 1930, as amended: 19 U.S. C. 257 
imposes a duty on foreign equipments and repairs to United States 
vessels which are employed in the foreign or coasting trades. Under 
that statute a definite distinction is made between alterations, addi- 
tions, or repairs involving vessel equipment, machinery, and the 
like, and that which has to do with the vessel’s hull and fittings whicl 
are not dutiable. In general, equipment for a vessel as distinguished 


from the hull and fittings is ordinarily limited to portable things, while 
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fittings to the hull are held to be those things of a permanent character, 
so attached to the hull as to remain on board if the vessel were to be 
laid up for a long period. For example, a steel swimming tank 
installed and permanently attached to the hull of an American- 
registered vessel is neither equipment nor repair in the sense of R. 5. 
114 (T. D. 44359). It is possible that this statute may afford a basis 
for a definition of rebuilt. 

Returning now to section 1, further study of its provisions has 
ed in the thought that it might not be as restrictive as desired. 
ind here, may I interpolate that this is something that always 
happens when those who are concerned with legislation first look at 
it, so | ask that you look at this with a grain of salt, as a sort of first 
Impression proposition. 


Section 1 amends section 27 of the Merchant Marine Act, 1927, as 


jit 


amended (46 U.S. C. 883), which deals basically with the transporta- 


tion of mer handise between coast wise points. it is conceivable that 


i ssel might be classed as rebuilt for the purposes of that law and 
still be eligible to transport passengers coastwise under its marine 
document. This is because section 27 is supplementary to the basic 

cum ation statute contained in section 4132 of the Revised 
. as amended (46 U.S. C. 11). That statute authorizes the 
issuance of a document entitling a vessel to engage in the coastwise 
portation of both passengers and merchandise, if it is owned by 
citizens and built within the United States. Section 27 adds certain 
additional restrictions with particular reference to the transportation 
of mer handise between coastiwise points. Therefore, a vessel might 
be rebuilt abroad within the meaning of H. R. 6025 and thus barred 


from trai sporting merchandise coastwise, but it could still have a 
document entitling it to transport passengers coastwise under 
RS. 413? 
\. rie) 


Your committee mav wish to consider an amendment to Revised 


Statutes 4132, if the policy proposed in H. R. 6025 is adopted. 


Section 2 of the bill amends section 9 of the Shipping Act, 1916, as 
amended (46 U.S. C. 808), so that no vessel sold by the Maritime 
Administration to a citizen of the United States may engage in the 
coastwise trade if it has been rebuilt abroad. As stated in the Depart- 
ment’s report, this section may go a little farther than intended. A 
foreign-built vessel sold to a citizen by Maritime is granted coastwise 
privileges. However, an American-built vessel which was rebuilt 
abroad before such a sale would be barred from enjoying the same 
privileges. 

Again, a vessel originally foreign-built and later rebuilt abroad, 
subsequently acquired by the United States and sold to a citizen by 
Maritime, would not have coastwise privileges. The purpose of this 
portion of section 9 was to make the purchase of vessels from Maritime 
more attactive. Your committee may wish to consider whether the 
result outlined is desirable from a policy viewpoint. 

The Treasury Department report suggests an amendment of sec- 
tion 4, to restrict the bill to those vessels which are rebuilt under a 
contract, agreement, or understanding entered into after the date of 
enactment. The amendment is offered in the event your committee 
may wish to eliminate the possibility of retroactive effect. 

The Treasury Department also offers an amendment in the form of 
a new section which would require a report of rebuild upon a vessel’s 





i ' 








mane 
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first arrival after rebuild at a port in the United States. Failure to 
report would subject the vessel to forfeiture and the owner and master 
to personal penalties of $200 each. Provision would be made for grant- 
ing relief in meritorious cases. It is the Department’s view that 
this amendment is necessary to provide administrative controls. 

I may add also that this amendment is modeled after the vessel 
repair statute requirement for reporting upon a vessel’s first arrival 
after repair. 

The suggested amendment of sections 1 and 2 to delete the phrase 
“District of Columbia” Is merely a drafting change y ithout substan- 
tive effect. 

As stated in the Treasury Department’s report on H. R. 6025, the 
bill is designed to extend the historic policy of the United States 
looking to the protection of American shipbuilding and repair yards 
from foreign competition. The United States is committed by section 
101 of the Merchant Marine Act, 1936 (46 1 - S. C. 1101), to tl 
development and maintenance of the American merchant marine. of 
Which the shipbuilding industry is a vital adjunct. Wh ther enact- 
ment of the bill will affect ady ersely or further that cause is a question 
which involve s factual] and policy considera tic ns | evond the scope of 
the Treasury Department’s jurisdiction. For this reason. the Depart- 
ment report and my statement take no position on the general 
of the bill. 

That concludes my statement, Mr. Chairman. 

Mr. Tumutry. Any questions? 


i Mme rl S 


[ believe the counsel has one or two questions to propound. 

Myr. Drewry. Mr. Gulick, you made reference to section 9 of the 
Shipping Act a 
purpose of mal 
attractive. That was in the 1916 act, Was it not? 

Mr. Gt LICK. Yes. 


nd the fact that a portion of that section was for t] 


nage aren 
sing the purchase of the Vesseis from Maritime more 


Air. Drew RY. And that w as ata time whi n we were seeking rather 
definitely to build vp the merchant marine by getting vesseis from 
any source that was available before we entered the war, and when we 
found we were short of ships to carry our own z00ds, this portion of 
section 9 was enacted to modify the policy that existed up to that 
time to enable us to get something in the merchant marine while our 
shipbuilding effort was beginning to get underway. Is that correct? 

Mr. Gutick. That is true. 

Mr. Drewry. So in considering the question of policy now, we 
might well look at the situation today rather than at the situation In 
1916? 

Mr. Guuicx. With one exception. After World War IT. Maritime, 
having acquired jurisdiction over many vessels that were purchased or 
requisitioned by the Government of the United States shortly before 
and during World War II, proceeded to sell those to citizens of the 
United States. Some of those vessels were foreign-built vessels, as ] 
understand, and they, too, would be covered by the privilege afforded 
under section 9, 

Mr. Drewry. Those that were not classed as reprisals or repara- 
tions. 

Mr. Guticx. That is right. 

Mr. Drewry. I have no further questions. 

Mr. Guuick. Thank you, sir, 
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Mr. Auten. Mr. Chairman, may I ask one question? 
Mr. Tumuury. Mr. Allen. 


Mr. Auten. On page 2, line 11, “or from one denomiation to 
another, by the mode or method of rigging or fitting,’ do those words 
have any particular meaning? 


z ; zs . oe 
Vi} CsULICK 1 es, they do: the change ol vessel from sail to 


eam, or motor propuls ion: { he change from se {-propelled Lo non-self- 


prope ed, and things of that kind. 
Ni LLLEN. Thank vou. 
\fr. Toumoury., Any further questions? 
Ve will now hear from Mr. L. R. Sanford, president of the Ship- 
build Council of America. 
Thereupon, Mr. Bonner, subcommittee chairman, returned to the 
hearing room and presided durimg the remainder of the session. 
ATEMENT OF L. R. S a ct PRESIDENT, SHIPBUILDERS 
COUNCIL OF AMERICA 
Sanrorpb. Mr. Chairman, I have no er statement aque 
Li K OF time. l was out of t n last week and was unable to pre- 
) ~ Tre 
di hoped to hay with me here today several representatives of 
p repairing industry Unfortunately, due again to close timing 
rcommitments, not as many are here as | would like to have. 
R [ would like to introduce Mr. L.-C. Robertson, representing 
the Newport News Shipbuilding & Dry Dock Co.; and Mr. Winder 
Has d Mr. Edward P. Ruddy of the council staff. 
talked to a great many of the shipbuilders and ship repairers 
telephone vesterday, and they all assured me they are whole- 
ed] in favor of this particular bill, and asked me to so state at 
Ms | Gg 
[ t 1K the purpe ses of the bill have already been pretty we ll out- 
ned by the previous witnesses. All we are trving to do is close a 
gap in the existing law which prohibits foreign-built vessels from 
operating in coastwise trade, and extend that to include vessels 
rebuilt abroad. We believe they should fall in the same category. 
| noticed earlier in the proceedings there was a statement put in 


the record by Senator Butler, At the time: thie bill was introduced, 
autor Butler made a statement which was printed in the Con- 
eressional Record. I do not know if his statement that has beer 
placed in the record is the same as the one which was printed in the 
Congressional Record, but if not, I would like his statement that 
was printed in the Congressional Record made a part of this record, 
by reference at least. That statement was printed in the temporary 
Congressional Record of May 2, 1955, at page 4478. I have here a 
copy of it if you would like to have it in the record. 

Mr. Bonner. We will not incorporate the statement, but in the 
record we will make reference to the Congressional Record and page 
so and so, and the date. What date was it? 

Mr. SANForD. May 2, 1955, page 4478. 


| have had an opportunity to read the reports of the various Gov- 


ernment agencies on this particular bill, and I would like to comment 
verv briefly on them, if I may. 
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You have a report from the Department of State which says that 
the object of the bill is consistent from the domestic point of view 
but it is inconsistent with overall foreign economic policy. 

All T can say in that connection is, particularly since the war, the 
Department of State has generally considered that any legislation 
beneficial to domestic industry, and therefore inferentially prejudicial 
to ore industry, is contrary to foreign economic policy. | 
think is time domestic industry receive consideration from the 
Fanscielnd of State. 

Both the Comptroller General and the Treasury Department have 
no objection to this bill. They say it is consistent with our historic 
policy and it is up to Congress whether this bill shall go through. 

On the other hand, we would like to comment on Mr. Morse’s 
statement, because I do not entirely agree with parts of it. He said, 
for one thing, “There are no indications of anv large volume of ship 
reconstruction and reconditioning of United States flag ships to be 
done } in foreign vards in the near future.”’ 

As a matter of fact, at the present time there is a particular urgency 
for ‘this legislation, and it is due to two factors which have arisen 
recently. 

One is the so-called jumboizing of T-2 tankers going abroad. 

Mr. Bonner. What is that word? 

Mr. Sanrorp. Jumboizing. It means to take a tanker and cut 
her apart and put some additional midsections in her and make her 
a jumbo tanker. It is to increase the capacity of a tanker. 

There is a distinct possibility in connection with the number of 
such reconstructions that they may go abroad, and that is why we 
think it is essential that that door be closed. 

At the same time we have a very serious situation on the Great 
Lakes. In recent construction jobs advertised on the Great Lakes, 
it has been announced that bids would also be taken from Canadian 
bidders. 

During a lack of any new construction, the Great Lakes yards depend 
on contract work, which they call sustaining work, which they do in 
the winter or during closed seasons. The number of repairs in the 
summertime is negligible, and without that sustaining work in the 
wintertime in those yards, those yards would go out of business. 
There is a possibility that Canadian yards may take that work away 
from American yards because of their cheaper labor costs and because 
they can do it cheaper than we can in this country—not as cheaply 
as it can be done abroad, but cheaper than we can do it in this country. 
If that sustaining work were taken away from the Great Lakes vards, 
they would be in a serious predicament. 

So there are two factors that make this legislation particularly 
urgent. One is this matter of jumboizing T-2 tankers going abroad; 

nd the other is the possibility of contract work on the Great Lakes 
going from American shipyards to Canadian shipyards. This bill 
would close both of these avenues of taking work abroad. 

I would like to point out also that this bill involves no cest whatever 
to the Government. There is not a dollar of Government money 
involved. It is all private commercial work. 

Furthermore, it would be a great help in maintaining the 36,000 
man minimum goal set forth in the Murray report as the minimum 
necessary to maintain a mobilization potential. 
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It also will help maintain the skills in the industry, both on the 
coasts and on the Great Lakes. 

Furthermore, these rebuildings help ward off block obsolescence. 

Some mention has been made to three American-Hawaiian vessels 
that were converted in Japan. That is very true. Those vessels, if 
such a bill as this had been in effect at that time, would not have gone 
to Japan but would have stayed in this country. These vessels have 
been engaged in the domestic oil trade in this country and I under- 
stand they are going in the ore trade from Quebec to American ports. 

I understand there was, some years ago, a vessel reconstructed in 
Holland for coastwise trade to carry chemicals. 

Those are the only instances I know of vessels that have been re- 
built abroad and are now engaged in the domestic trade, but there is 
too much possibility of a great many others in the near future gomg 
through that same procedure, and that is what this bill is intended to 
prevent, and we hope it will prevent it, if your committee sees fit to 
report it favorably and if it is passed by the Congress. 

i would like to point out that the Department of Defense, or, 
rather, the Department of the Navy, on behalf of the Department 
of Defense, has very strongly recommended this bill as being in the 
interests of maintaining an adequate mobilization potential in the 
shipyards. 

Referring to the statement submitted by the Secretary of Commerce, 
and which is very similar to the one submitted by Mr. Morse, but not 
altogether the same, I would like to make a coupie of comments on it. 
On page 2 of the Secretary’s report, he says this: 

ft is not historically clear that the difference in the laws, as applicable to vessels 
constructed abroad, contrasted with vessels rebuilt abroad, is an oversight or an 
anon a 

| would like to make this suggestion, that that is not necessarily 
true. It was first enacted back m 1792 and again in 1812 and up to 
the time of the Civil War, there was no thought in anybody’s mind of 
any rebuilding abroad because during all that time the United States 
was preeminent in shipbuilding in the world. We could build better 
and cheaper ships in this country than anywhere else in the world and, 
therefore, there was no occasion for anyone to even consider at that 
time the question of rebuilding abroad as being detrimental to the 
—— trade of the United States. 

0, I do not think the fact that the comment is made that it is not 
an ar that it is either an ove rsight or an anomaly is necessarily perti- 
nent. 

The Secretary also makes the argument on page 3 which, in effect, 
says that if American-flag vessels were rebuilt abroad, it would perhaps 
help to strengthen and rehabilitate the American coastwise service. 
He might just as well say that if new vessels were built abroad and 
were put in the coastwise service, they might help to reestablish the 
coastwise service. I do not agree with that philosophy and I do not 
believe that the members of this committee would agree with tha 
philosophy. 

He also intimates that if this bill were passed that maybe some of 
these rebuildings that otherwise would be built abroad would not take 
place at all, and neither the the shipbuilder, the coastwise trade, nor 
operators and shippers or the national defense would receive any 
benefit. 
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| do not think that is a very sound argument either because if a 
company has a vessel which the bY decide to have rebuilt for the coast- 
wise service, they are certainly going to have it rebuilt in this country, 
even though they are prohibited from having her rebuilt abroad. 

I can see no justification for that argument. 

Je far as the comments of the Treasury Department on the language 

the bill are concerned, we have no particular objection to any 
changes in the language of the bill which will help in administration 
or clarification of the bill, as long as the main objective of the bill 
is Maintained. 


The question has been raised about vessels taken over by the M 


the Mari- 
time Administration having been previously rebuilt and being sold 
to a private operator subsequently and being in¢ hot ible for use in the 


. } - . . } } ’ 
coastwise trade. We have no intention at all of barring such 
from the coastwise trade. 


Vessets 


= i 


The thing that we are objecting to is this, if a vessel 


is takeh over 


by the Maritime Administration, as they have the right 


to do, and 
sold to a private operator and subsequently is rebuilt abroad, of course 
this bill would bar that vessel from use in the coastwise service 
However, there is no objection if a vessel was built abroad and sub- 
sequently taken over by the Maritime Administration and then sold 
to an American operator. We do not think it should be barred 


{ 
1 iPoiil 


the coastwise trade under those circumstances. We do not eheve 
il Was intel ided Lo be barred. Certainly lanecuace Can be pre] a ed 
to handle that. 

Mir. Bonner. The Maritime Administration is not doing any repail 


work abroad? 
Mir. Sanrorp. No, the Maritime sarangi tion is not doing any 
repair work abroad, but \aritime has the 1 ight to take over a vessel 
the point whieh 
as raised was whether such a vessel, if it had been rebuilt abroad 
and taken over by t 


and subsequently sel] it to an Ameri mn citize Ih, and 
ie Maritime Administration and then subsecuently 
sold by it to an American citizen, should then be subsequently bar 


rred 

on 4}, re en “oc8 Th oa +} are 4 ft 2h.s +H] \ 
irom the coastwise trade. EL was not the mtent of this bill. NOW, 
] : a 1? : > i], 
languag e to cover that migh well be put im the bill, and, venerally 


speaking, we have no objection, as far as we are concerned, to envy re- 
wording of the bill for clarification purposes, to take care of specific 
instances to cover such vessels as the Maritime Administration mig! 
have taken over and subsequenily sold prov ied the main ol 
of the bill is maintained. 

There was one other point raised by Mr. Gulick. He 
haps the word “rebuilt” might be subject to some question, eithie 
being too broadly construed or too narrowly construed, mostly too 


broad. He cited the fact that minor alterations might come wit} 


1ecblive 


thought per- 


iil 
that definition and that vessels having minor alterations might be 
barred as a result of this bill if it were passed. 

I think that could be covered, for example _ in several ways and | 


would suggest if you would use the words “substantially rebuilt, 
it would give certain administrative discretion to the Bureau of 
Customs to determine whether or not a minor alteration should be 
considered as rebuilt, or whether a large operation should be so 
considered, or actually what is meant. I think that might well meet 
the objections that the Bureau of Customs has to the present language. 

I think, Mr. Chairman, that is about all I have to say on the bill. 
I submit to you again that there is great urgency in connection with 
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this bill because of the two instances I cited, and I hope that the com- 
mittee will favorably consider it. 

[ shall be very happy to answer any questions that the members of 
the committee may care to ask. 

Mr. Bonner. You were talking about our superior building ability 
in the period of the Civil War. 

Mr. Sanrorp. No, up to the time of the Civil War. 

Mr. Bonner. You do not mean to imply that we are not proficient 
at the present time, do you? 

Mr. Sanrorp. No, sir, not at all, Mr. Chairman; but those were 
the days of wooden ships when we had here in this country the best 
shipwrights in the world, when we had an inexhaustible supply of ship 
timber, and we were the best in the world at doing it in those days. 
then along came the Civil War, and then the Monitor and Merrimac 
upset that picture and we got into vessels made of iron, and subse- 
quently to vessels made of steel, and then the picture began to change. 
Up until that time no one would ever have dreamed of taking a vessel 
abroad to build it because they could do it cheaper and better here. 
That is the reason I mentioned that. 

Mr. Bonner. Are the skills in shipbuilding abroad equal with those 
at home? 

Mr. Sanrorp. I would say as far as the skills are concerned, I think 
that they are just about equal abroad and here. We are just as good 
as they are abroad and I think they are probably just as good as we 
are, as far as skills are concerned. 

We do have in this country a little improvement in the way of more 
modern machinery and equipment than im some of the shipyards 
abroad, but we have to admit that they can build s! hips a great deal 
cheaper over there than we can here. That is primarily due to the 
differential in wages abroad and here. 

Mr. Annex. Mr. Chairman. 

Mr. Bonner. Mr. Allen. 

Mr. Aruen. I have read recently that the State Department has 
reversed its position on ee 50-50 bill. 

Mr. Sanrorp. Yes, and I am glad to see it. 

Mr. Attyn. I am somewhat puzzled as to how we will ultimately 
come out on this section 3. You suggeste “dl the addition of the word 
“Substantially” before the word “re ‘built.’ Can you give us 2 or 3 

c<amples which, in your opinion, would be within the term ‘‘sub- 
stantially rebuilt,” and on the other hand alterations which would not 
be within the term “substantially rebuilt’’? 

Mr. Sanrorp. I would say this T—2 tanker situation where you cut a 
tanker in two and put in a substantial amount of parallel middle body 
in order to make a much larger vessel, that that, to my mind, would be 
rebuilt, or if you took a cargo cael and converted it to an ore carrier 
or an oil tanker, that that is rebuilding it. At least, from my point of 
view, it is. 

On the other hand, if you did some minor work like putting a 
swimming pool on a vessel, I would not secies that putting a swim- 
ming pool on a vessel was in the category of rebuilding. In fact, it 
should be in a different category altogether in order to be rebuilding. 
That would be an alteration, in my mind, not a rebuilding. 

Mr. Auten. Would you consider changing the cargo-handling 
gear as substantially rebuilding a vessel? 
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Mr. Sanrorp. That would depend a little bit on the nature of the 
change made, but normally, no. 

Mr. ALLEN. How about adding 2 or 3 cabins to a vessel? 

Mr. Sanrorp. Again, it depends on the scope of the change, but 
adding a few rooms would not necessarily be a rebuilding of a vessel. 

Mr. AuuEN. That is all. 

Mr. Bonner. Mr. Van Pelt. 

Mr. Van Petr. I certainly concur in your statement that some 
thought should be given to American enterprise first before taking 
care of some of our foreign competitors. 

With that in mind, I am just wondering what the situation is on 
the “i Lakes, as far as the Canadian yards are concerned. 

Mr. Sanrorp. Well, the Great Lakes shipyards, whether they are 
American or Canadian yards, are having tough going right now on 
both sides of the lakes. ‘For that reason, the Canadian yards are very 
hungry to get any American work that they can; and they naturally 
can bid lower on rebuilding ships that come in, even on American- flag 
vessels, than American shipyards can, which makes it a very distinct 
probability that they are going to get more or less of that work, and 
as this is the only work that the American yards have at the present 
time, it will be very, very prejudicial to the American yards. It will 
practically put them out of business, and they have no new construc- 
tion whatever. There are no new vessels under construction on the 
Great Lakes at the present time. 

We are programed to do that under the provisions of S. 3108, on 
which hearings were held before Senator Magnuson’s committee not 
long ago, and on which we hope that the House will hold hearings soon. 
That contemplates an ore-carrier replacement program on the Great 
Lakes, which would put some new construction work in the American 
yards. 

Mr. Petry. Mr. Sanford, what is the differential in rates between 
the Canadian and the American yards, approximately? 

Mr. SANForD. I cannot tell you exactly but it is in the neighborhood 
of about one-third less in the Canadian yards, whereas abroad the 
differential is much greater than that, maybe on the order of 50 
percent. 

Mr. Petuy. I am somewhat shocked that there should be a differ- 
ence of about one-third in the cost, between the cost of skilled labor 
on one side and that on the other side. 

Mr. Sanrorp. The Canadian wage standards are lower than ours. 
That accounts for it. It may not be quite the same in the Pacific 
Northwest as in the Great Lakes area, because the wages across 
Canada are not consistent, as between the Pacific coast against the 
Atlantic coast, but there is still a substantial differential. 

Mr. Bonner. You say they are about one-third less? 

Mr. Sanrorp. Yes, approximately, but I have no figures here to 
support that. 

Mr. Bonner. Do you have any figures to substantiate that, 
Mr. Sanford? 

Mr. Sanrorp. No; I have no figures to substantiate it. I shall be 
glad to attempt to obtain some and I shall be glad to submit them to 
you, sir. 
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Mr. Peiuiy. I had the impression that it would be a few cents an 
hour difference and maybe a longer workday, as far as the Pacific 
coast Was concerned. 

Mr. Sanrorp. I think the Pacific coast rates come closer to the 
Puget Sound rates than the rates of the Ontario and Quebec yards, 
back on the eastern seaboard and the Great Lakes. I do not know 
offhand just what the figures are, but, as I told the chairman, I shall 
be glad to attempt to get them and submit them. 

Mr. Petxy. I think it would be nice to have them. 

Mr. Bonner. Are there any further questions? 

Mr. Drewry. Yes, sir; Mr. Chairman. 

Mr. Bonner. Mr. Drewry. 

Mr. Drewry. Mr. Sanford, when you talk of the American oper- 
ators on the Great Lakes going to Canadian shipyards, you are still 
thinking in terms of rebuilding and not of repairs? 

Mr. SANForD. Yes, sir; that is correct. 

Mr. Drewry. How extensive is that rebuilding situation? 

Mr. Sanrorp. It is rather extensive, for this reason: That the lake 
ore carriers, that consist for the most part of very old vessels, the vast 
majority of them are very old vessels, and it has been necessary because 
of that fact, because of the reluctance of the lake operators to under- 
take the building of new vessels, to have some very substantial rebuild- 
ing of the older vessels to keep them in service. Some of them have 
been rebuilt, and many of them have been repowered altogether with 
different types of power. 

Mr. Drewry. Do you have any idea of the numbers of them? 

Mr. Sanrorp. Now, I have seen some information on that, and if 
I can obtain it for the committee file, I would like to have it made 
available. As a matter of fact, there is a chart on that available, 
but I do not have it with me. It has been put in evidence before the 
Senate committee. That shows all of the lake ore carriers, their 
respective ages, and whether or not they have been rebuilt, and if so, 
when. There is a world of information in there on that. If you 
would like to have it, I shall be very glad to see if I can get if for the 
committee. 

Mr. Drewry. I think it would be nice to have that for the record. 

(The matter referred to is as follows: ) 

SHIPBUILDERS COUNCIL OF AMERICA, 
New York, N. Y., May 11, 1956. 
Hon. Hersert C, BONNER, 


Chairman, House Committee on Merchant Marine and Fisheries, 
House Office Building, Washington, D. C. 


My Drar ConcressMAn: At the hearing before the committee of which you 
are chairman on H. R. 6025, certain questions were asked with respect to which I 
agreed to obtain additional information and submit same to the committee. 

[ agreed to obtain data on the present wage rates in shipyards in the various 
parts of Canada for the record. This I have done and there is attached hereto 
a letter of May 9, 1956, from the executive secretary of the Canadian Shipbuilding 
& Ship Repairing Association setting forth the hourly wage rates at the present 
time in the shipbuilding vards in the various sections of Canada, There also is 
attached for purposes of comparison a similar tabulation, where applicable, with 
respect to United States yards at the present time. 

The comparison that is applicable to the discussion at the hearing is that be- 
tween United States Great Lakes rates and the Canadian rates applicable at 
Collingwood, Ontario, which is the lower lake area 

I have also contacted Great Lakes shipbuilders who advise me that shipbuilding 
and rebuilding costs in Canadian lake shipyards are approximately one-third less 
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than corresponding costs in United States yards, as far as the lower Great Lakes 
area is concerned. 

Likewise, I agreed to furnish a tabulation showing an analysis of the United 
States-flag Great Lakes ore-carrier fleet, This analysis is attached hereto. It 
contains a wealth of information which I should be glad to discuss with committee 
counsel, if it be so desired, 

Mr. Drewry asked how many ships had been constructed for the coastwise 
and intercoastal trades since the war. The record shows that, exclusive of tankers 
and ore carriers, the only seagoing vessels built for the domestic trade since the 
war were two sea trains, special types of vessels for transporting freight cars. 
No cargo vessels, other than bulk carriers (principally oil tankers), have been 
constructed during that period to date. 

I have arranged to meet with Mr. Gulick in Washington this coming Monday 
at which time we will endeavor to mutually agree on clarifying revisions of the 
language of H. R. 6025 and furnish Mr. Drewry with the results thereof. 

I wish to express my appreciation for the opportunity to appear before your 
committee on this matter. 

Very truly yours, 
t. SANFORD, President. 


CANADIAN SHIPBUILDING AND SHIP REPAIRING ASSOCIATION, 
Ottawa, Canada, May 39. 1956. 


Mr. C. C. KNERR, 
Secretary-Treasurer, Shipbuilders Council of America, 
New York, N. Y. 
Dear Mr. KnNeRR: As requested by telephone this morning, the basic hourly 
wage rates at the present time in the shipbuilding industry are set forth below: 





Skilled Unskilled 

Py a ee ne ee $1. 9744 $1. 574% 
Great Lakes: 

eda cine toi cesta adeieti ea : 1.67 | 1.30 

CI lcci nc cece aiesienchcs restos salen = 1. 62 1.2 
St. Lawrence: 

NN ee Sook on kvneaketemiunahts slg actinides esamead ‘ | 1,.45-1.55 1. 08-1. 27 

Quebec City---- ‘ iecohecadagiK eds Wits audd inertaa onan etic) abel 1. 47 1.14 
Atlantic coast -_--- a abinoaaaiswiocreye 1. 62 1, 24 


Yours sincerely, 


EK. 


M. Lert, Executive Secretary. 





MEMORANDUM TO Mr. L. R. 


Skilled and unskilled wage rates in effect in Ameri 


SANFORD 


can yards, May 1956 


Skilled Unskilled 
Pacific Northwest__-- phate! a an $2. 28 $1.99 
Great Lakes tax Se Jaa Seis 2. 28 1.8] 
Atlantic coast alinia Ss cittaso ine ntact ennetoatn ance ntadatn’ 3 a J 2. 28 1. 83 
C. C. KNERR. 


SHIPBUILDERS COUNCIL OF 
New York, N. 
Hon. Herpertr C. BoNnNER, 
Chairman, House Committee on Merchant Marine and Fisheries. 
House O fhice Building, Washington 25, D. C 


AMERICA, 
Y., May 16, 


1956. 


My Dear CoNnGRESSMAN: Supplementing my letter of May 11, 1956, partic- 


ularly the next to the last paragraph thereof, I enclose herewith an ame 


draft of H. R. 6025. 


nde d 
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This amended draft is the result of extensive conversations with representatives 
of the Division of Marine Administration of the Bureau of Customs. 

It is the joint belief of that Division and of the Shipbuilders Council that the 
amended draft as submitted herewith meets the suggestions and comments made 
by the Maritime Administration and the Bureau of Customs at the hearing on 
May 8. Likewise, it is believed that the revised language will permit efficient 
administration by the Bureau of Customs. 

The amended draft has also been discussed with Mr. Drewry, chief counsel for 
the committee. 

It is hoped that the committee will see fit to adopt the revised language incorpo- 
rated in the amended draft in lieu of the present language of H. R. 6025. 

Your consideration will be greatly appreciated. 

Very truly yours, 
L. R. Sanrorp, President 


A BILL To amend the shipping laws, to prohibit the operation in the coastwise trade of vessels rebuilt 
outside the United States, and for other purposes 


Be it enacted by the Senate and the House of Representatives of the United States 
in Congress assembled, That section 27 of the Merchant Marine Act, 1920, as 
amended (U.S. C., 1952 edition, title 46, sec. 883), is further amended by inserting 
the following new proviso at the end of the first proviso thereof: ‘‘Provided further, 
That no vessel of more than 500 gross tons which has acquired the lawful right to 
engage in the coastwise trade, either by virtue of having been built in or documented 
under the laws of the United States, and which has been rebuilt later outside the 
United States, its Territories (not including Trust Territories), or its possessions 
shall have the right thereafter to engage in the coastwise trade.”’ 

Sec. 2. If any vessel of more than 500 gross tons documented under the laws 
of the United States, or last documented under such laws, is rebuilt outside the 
United States, its Territories (not including Trust Territories), or its possessions, 
a report of the circumstances of such rebuilding shall be made to the Secretary of 
the Treasury upon the first arrival of the vessel thereafter at a port within the 
customs territory of the United States in accordance with such regulations as the 
Secretary may prescribe. If the required report is not made, the vessel, together 
with its tackle, apparel, equipment, and furniture, shall be forfeited, and the 
master and owner shall each be liable to a penalty of $200. Any penalty or for- 
feiture incurred under this act may be remitted or mitigated by the Secretary under 
the provisions of section 5294 of the Revised Statutes of the United States, as 
amended (U. 8. C., 1952 edition, title 46, sec. 7).! 

Sec, 3. The Secretary of the Treasury shall prescribe such regulations as may 
be necessary to carry out the purposes of this Act.? 

Sec. 4. This Act shall be effective from the date of enactment hereof, provided, 
however, that no vessel shall be deemed to have lost its coastwise privileges hereunder 
if it is rebuilt under a contract entered into before such date of enactment and if the 
work of rebuilding is commenced not later than six months after such date of enactment. 


(The chart will be found in committee files.) 

Mr. Drewry. On the Great Lakes we have a particular situation 
where the American operators operate as bulk carriers for the most 
part? 

Mr. Sanrorp. Yes, sir; that is practically all that we have up there. 

Mr. Drewry. There is nowhere else for them to go than the lakes 
themselves? 

Mr. SANForpb. That is correct at the present time. 

Mr. Drewry. Speaking of the coastwise trade, there is somewhere 
else for them to go if they can succeed in getting an approval of 
transfer? 

Mr. SANForpD. Yes, sir; that is correct. 

Mr. Drewry. How many ships have been built for the coastwise 
trade in the past, say since the war? 

1 This is a completely new section suggested by the Bureau of Customs. 
2 This is a completely new section which supersedes original sec. 3. 


Notr.—All new language italicized except as noted above. 
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Mr. Sanrorp. I would say substantially none. I may not be 
entirely correct on that, but if any have been built I do not recall it, 
and the number, in any event, would be negligible. 

Mr. Drewry. How many have been rebuilt for the coastwise trade? 

Mr. Sanrorp. Very few. In fact, they would be few in number, if 
any, except for a number of reconversions which took place immedi- 
ately after the war, and that was a relatively small number as far 
as the coastwise trade was concerned. 

Mr. Drewry. But they were mostly involved in adjustments with 
the Government? 

Mr. Sanrorpb. Yes, sir; that is correct. 

Mr. Drewry. In converting them from wartime to peacetime use? 

Mr. Sanrorp. Yes. 

You see, the principal coastwise trade now is oil from the Gulf 
to the North Atlantic ports, and that is where most of the building 
has been, in the oil-tanker fleet since the war, and that is what raises 
this question now of increasing the capacity of the war-built T-2 
tankers, to provide additional carrying capacity for those vessels. 

Mr. Drewry. What I am getting at is, your suggestion that if this 
door were closed that the owners of the vessels would be forced to 
rebuild in American yards and they would have no other alternative 
and, apparently, the element of economics does enter into it, and | 
think it has been made pretty clear in our hearings over the past few 
years that that is the biggest problem we have in that coastwise trade, 
the question of cost and how to overcome it. 

Mr. Sanrorp. That is true in the cargo end of the coastwise trade, 
but in the bulk end, such as oil or ore—and there is not much ore in 
the coastwise trade—it is mostly oil, and there you have vessels 
operated by the oil companies really as industrial carriers, and any 
cost involved in the construction, rebuilding or what have you, 
necessarily has to be absorbed in the cost of the end product that 
those companies sell. It is a part of their operation. 

Mr. Drewry. Well, there is a number of independent operators 
in the coastwise trade; is there not? 

Mr. Sanrorp. That is very true but mostly they are under charter 
to the various oil companies. 

Mr. Drewry. There is one example recently where tankers have 
been equipped as combination general cargo carriers and tankers. 

Mr. SANFORD. Yes; that is correct. 

Mr. Drewry. Of course, they did it in American yards? 

Mr. Sanrorp. Yes. 

Mr. Drewry. Have you any suggestions to offer as to what can 
be done to aid the coastwise trade and to redevelop it? 

Mr. Sanrorp. Well, as far as general cargo is concerned, I think 
the present program which is underway down at the Maritime Ad- 
ministration, considering the number of applications which have be en 
received for constructing roll-on, roll-off ships, I think that there is 
the best possibility of reviving the coastwise trade. We are hopeful 
that some of those applications will be approved very shortly and that 
some of those ships will get underway. 

Ir. Drewry. Have you had an opportunity to review in detail 
the suggestions made by the Treasury Department? 

Mr. Sanrorp. Not in detail; no. I have a copy of the letter here 
and I have gone over it and I have made some general comments on 
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it, after going over it hastily, but I would be very happy to sit down 
with Customs and discuss it with them in detail. I am sure that we 
could reach substantial agreement. We have no serious objections to 
their proposed changes. 

Mr. Drewry. It occurred to me that Mr. Gulick’s statement went 
into the situation very searchingly, and I think if you could sit down 
together to see whether his suggestions would conform to yours, it 
would be helpful. 

Mr. Sanrorp. I shall be very glad to do that. 

Mr. Bonner. Thank you very much, Mr. Sanford. 

Mr. Sanrorp. Thank you, Mr. Chairman and gentlemen of the 
committee. 


STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE 


Mr. Bonner. The next witness is Mr. Alvin Shapiro. 

Mr. Suaprro. Mr. Chairman and gentlemen of the committee, my 
name is Alvin Shapiro. I am vice president of the American Mer- 
chant Marine Institute. 

The American Merchant Marine Institute and Pacific American 
Steamship Association, herein represented, have membership of 
sixty-and-odd shipping companies operating all types of vessels in 
all American trades on the three coasts of the United States. 

We are fully aware of the vital role played by our shipbuilding 
industry and the necessity for continued existence of a strong and 
healthy nucleus industry for mobilization expansion. Nevertheless, 
our organizations must oppose H. R. 6025 for we believe that the bill 
under consideration would further limit the sum total of operational 
choices available to American shipping companies without any real 
prospect of compensating advantage to other interested parties. 

Initially, we do not believe that the fundamental health of our 
shipbuilding and repair industry could be significantly affected one 
way or the other by the relatively rare instances in which vessels 
rebuilt outside of the United States enter the coastwise trades of the 
United States upon the completion of that work. 

The committee is fully aware of the significant differential in cost 
in shipyard work as between American and foreign yards. It is com- 
pletely conceivable that the heavy « apital outlay involved in the ini- 
tial rebuilding project, if required to be performe ‘d here, may frustrate 
the entire enterprise. The relatively lower cost in foreign yards 
would encourage the alteration in physical structure of the vessel to 
make it more advantageous to operate in our domestic trades. In 
addition to the pure cost aspect the problem of time may be such that 
an owner, in order to take advantage of a relatively healthy market 
situation, whose duration is always subject to doubt, will proceed 
with quick rebuilding in the foreign yard, while the condition in 
American yards may be such that the project would be more time 
consuming, hence depriving him of the opportunity of participating 
therein. 

For either of the aforementioned two, and perhaps other reasons, a 
rebuilding project may be undertaken in a foreign yard and the vessel 
entered into our coastwise trade, which might for economic reasons 
otherwise not take place. Should the ship instead be laid up or trans- 
ferred/sold abroad or otherwise not made part of the coastwise fleet, 
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it appears to us that there are long-range unfavorable aspects for the 
American shipbuilding and repair industry. Upon its entry into the 
domestic trade, a rebuilt vessel, we believe, will be a continuing cus- 
tomer of the American shipbuilding and repair industry. If a project 
is not undertaken and the vessel is not therefore engaged in coastwise 
service, the American shipbuilding and repair industry could be denied 
that customer in perpetuity. 

If I may add one point there, touching on the problem. that you 
raised, Mr. Pelly, it is perfectly conceivable that a shipowner will 
contemplate a rebuilding project, and the economy of his total opera- 
tion is such that he can engage partly in the foreign trade and partly 
in the domestic trade with that rebuilt vessel. This may apply to 
vessels in the Northwest, part of whose economic life involves oper- 
ating in local coastwise trade, as well as in trade with Canada. If 
this law is passed and the vessel cannot operate in the domestic trade 
at all, it may not be economically feasible if it cannot operate in the 
foreign trade also for it to operate in that domestic trade, hence the 
end produc t may be having no vessel for either trade. 

That concludes my statement, Mr. Chairman. 

Mr. Auuen. Mr. Chairman. 

Mr. Bonner. Mr. Allen. 

Mr. ALLEN. Mr. Shapiro, it would seem to me that if a person 
would rebuild foreign in order to take advantage of the extremely 
favorable conditions prevailing at the time, he would be doing so in 
order to keep his capital investment low and give him a rate base low 
enough to permit him to engage in that trade. 

Mr. SHarrro. Exactly. 

Mr. ALLEN. At the same time, would not that, in your opinion, 
foreclose in the future American competitive shipping from being 
rebuilt in an American yard at a substantially higher investment and, 
therefore, with a higher capital outlay, and a higher rate base? 

Would not the result be that once having taken the step of per- 
mitting a few ships to be rebuilt foreign, we would forever foreclose 
the American yards? 

Mr. Suapiro. No. I think, assuming that a vessel rebuilt outside 
the United States enters the domestic trade, I think anybody contem- 
plating building a new vessel in the United States at a higher cost has 
to always evaluate the total situation, as the market reflects it. If 
the market is such that he can still make that operation economically 
feasible, he will proceed to do so. If it is such that it does not look 
as if it has bright prospects, he will not proceed with it. The market 
is not fixed. ‘The mere fact that he can build a vessel, or can rebuild 
a vessel cheaper does not preclude other people entering the field with 
higher-cost vessels 

That is a problem that is not only characteristic of the situation 
you outlined, but it is characteristic of a plant in industry. For 
instance, one man may manufacture shoes with equipment that costs 
$100,000. His competitor goes into the same market and builds a 
plant at a cost of $200,000. The man who built a factory at a cost 
of $200,000 is still competing with the man using the $100,000 facility. 
He evaluates the market as such that he can operate in it. 

Mr. ALLEN. That does not mean that the lower rate base always 
has a substantial competitive advantage? 

Mr. Suaprro. All other things being equal, certainly his lower cost 
is of value. 
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Mr. Auten. You do not have to answer this question if you do 
not want to. Is not the purpose of this committee to put American 
shipping in an advantageous position rather than the foreigner? 

Mr. SHaprro. We are talking about the American operator in 
either case. 

Mr. Atuten. Thank you, Mr. Chairman. 

Mr. Bonner. Mr. Van Pelt, do you have any questions? 

Mr. Van Pett. No, Mr. Chairman; I have no questions. 

Mr. Bonner. Mr. Ray? 

Mr. Ray. Just for the purpose of clarification, beginning with 
what one of the witnesses called a gap in the present law, does your 
position take you so far as to make you critical of the general policy 
which favors putting work in all yards for the purpose of building up 
our yards? 

Mr. Suaprro. If the fundamental evaluation were to be one of do 
we favor providing work for the American shipbuilding industry, 
there is no question but what we do. The point is, we do not think 
to help to strengthen the American shipbuilding industry is contingent 
upon closing the so-called gap. I doubt whether that is a very 
accurate term to apply but let us call it that. As you know, this old 
device has been resorted to very infrequently in the past, but I doubt 
very seriously that it will be resorted to often in the future, but if 
the state of the shipbuilding industry were such that it was dependent 
upon this, again the position would be quite different. 

Mr. Ray. Your position rests, then, upon the fact that you do 
not think the gap is of any consequence? 

Mr. Suarrro. To the shipbuilding industry, that is right, but it is 
of great potential consequence to certain operators whom I cannot 
name because they do not exist in my mind as individuals or com- 
panies. J can visualize the operation only on the basis of engaging 
partly in the foreign trade and partly in the coastwise trade. 

Mr. Ray. Thank you; that is all. 

Mr. Bonner. Mr. Pelly. 

Mr. Pretiy. In an operation like the American Mail Line, which is 
a triangular operation, as far as the Pacific coast is concerned where 
they operate to the Far East and come back to San Francisco and 
go up to Seattle, is that included as a coastwise operation as far as 
your definition is concerned? 

Mr. Suaprro. I cannot answer that exactly, but I rather doubt it. 

Mr. Petty. We had up in the last session 2 bills which were re- 
ported out of this committee, authorizing the sale of 2 vessels and then, 
in turn, their modernization. As I ree all the figures, they would be 
somewhat comparable to the original cost of the ship, $2 million for 
modernization, and then $10 million for repairs over the modern- 
ization, so you would have a total investment by the shipowner of $12 
million. 

Mr. SHaprro. Yes 

Mr. Petry. If that bad been converted in a foreign yard, it would 
be a very substantial amount of work that would have gone to foreign 
shipyards as against our own. 

Mr. Suaprro. Yes. 

Mr. Petty. It is almost comparable to what we do in subsidizing 
the initial construction of ships in this country. 

Mr. Suaprro. Yes. 
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Mr. Petty. It seems to me that the shipbuilders have a very defi- 
nite basis for calling it a gap in the law. 

Mr. Suaprro. Oh, I would not raise any contention about the fact 
that they have a stake in this, but you must remember that we are not 
dealing with anything other than the problem of reviving the life of a 
vessel which is “certainly 10 years old. The problem now is one of 
making it economically feasible to rebuild this vessel in order to be 
able to operate it on a sound economic basis. If you deprive a man 
of the opportunity of doing that on the basis of only a limited operation 
in the coastwise trade, which might be 2 months out of the year, for 
instance, you are just providing him with all of the incentives to leave 
the maritime industry, to where that particular vessel will desert the 
American fleet. You are not basically dealing with new construction, 
contemplating a brandnew operation you consummate, but you are 
trying to salvage something out of this vessel there which is now 
perhaps 10 years old. 

Mr. Peuiy. That is all. 

Mr. Bonner. Are there any further questions? 

Thank you very much, Mr. Shapiro. 

Mr. SHapiro. Thank you, Mr. Chairman and gentlemen of the 
committee. 


STATEMENT OF GEORGE RILEY, LEGISLATIVE REPRESENTATIVE, 
AFL-CIO 


Mr. Bonner. Mr. Riley. 

Mr. Ritey. Mr. Chairman and gentlemen of the committee, my 
name is George D. Riley. I am legislative representative for the 
American Federation of Labor and the Congress of Industrial Organ- 
izations. 

The brief remarks which I have to offer will be in behalf of the 
Lakes Association, the metal trades department of the A. F. of L.—CI1O. 

The position we are presenting is one of support of the purposes 
of H. R. 6025. 

We regard the gap which has been mentioned here as constituting 
another form of runaway industry, fugitive industry, with which we 
dre well acquainted in the continental limits of the United States, 
and we cannot see a great deal of difference between the motives behind 
that and the motives behind the situation which would be to close the 
gap as given to the attention of this committee. 

I would like also at this point to commend this committee upon its 
forthright stand upon another matter, which is popularly known as 
50-50, and to say that we were heartily i in accord with the policies of 
the members of this committee in that regard as well. 

Mr. Bonner. Are there any questions? 

Mr. AuLEN. I would judge, Mr. Riley, that it would be very satis- 
factory to you if this bill were rather strict in its application, leaving 
to the committee and to the Congress the matter of making exceptions 
in individual cases in the future? 

Mr. Rivtey. Oh, yes. We would not want controls which would 
not allow for alleviation here and there wherever stresses and strains 


appear. 

Mr. Bonner. Thank you, Mr. Riley. 

Mr. Ritey. Thank you very much, Mr. Chairman, and gentlemen 
of the committee. 
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STATEMENT OF HOYT HADDOCK, EXECUTIVE SECRETARY, 
AFL-CIO MARITIME COMMITTEE 


Mr. Bonner. The next witness is Mr. Haddock. 

Mr. Happock. Yes, sir. 

Mr. Bonner. Mr. Haddock, Mr. Tumulty mentioned to me that 
you wanted to file a statement. I want to say for the benefit of all 
those present that I do not object to your filing statements, but I 
want the witnesses to be available so that the members of the com- 
mittee can ask them questions about their statements. That is the 
only reason I prefer having you make yourselves available. I think 
it is fair to the committee and fair to all sides because generally when a 
statement goes into the record and there are no questions asked, it is 
presumed that the committee just accepts the statement as part of 
the record and there is no comment on it. I want to explain that to 
you, 

Mr. Happock. Thank you, Mr. Chairman. 

There are two reasons I wanted to file a statement. 

No. 1 is, I have some people over at the hotel, at Mr. Tumulty’s 
request, in connection with a meeting and they are waiting for me 
over there. The second one is in connection with the American- 
Hawaiian rebuilding of ships in Japan. 

I was under the impression that there was an indication from the 
Administrator of the Maritime Administration that moneys would not 
be requested for the rebuilding of those ships. 

Testimony was given here this morning which was contrary to that, 
and | simply wanted to check with my source to determine whethe rc 
my understanding was correct. 

Basically we favor this legislation which is before you on rebuilding. 
Basically we agree with what Mr. Sanford of the Shipbuilders Council 
has said with respect to it. 

However, I am wondering if actually under present circumstances, 
the legislation would create some hardships in certain instances. 

For example, if my understanding of the American-Hawaiian situa- 
tion is correct, and the Maritime Administration would not request 
funds for the construction of those ships in American yards, then the 
American-Hawaiian Steamship Co., or anyone else in their same posi- 
tion, would have been prevented literally from going ahead with their 
program. 

Of course, you may term that maladministration of the act, but 
whatever you term it, if a company that rebuilds their ships in foreign 
vards is prevented from operating them coastwise, and at the same 
time prevented by Maritime from going ahead and reconstructing in 
American yards, the net effect is that they are not being permitted to 
go ahead and do business. 


It is that situation that I wanted to check on to determine whether 


my facts as | remembered them were correct. and if they are correct, 
something is needed in addition to this legislation to require that the 
Maritime Administration administer the act in accordance with the 
intent of the 1936 act, intead of going along, at least as I recall that they 
did in this instance. 


I would like to request, if 1 may, permission to simply file a letter 


with the sr Tena tee at this time, after I have checked further to deter- 
mine whether or not the American-Hawatian Steamship Co. was not 
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told specifically that this money would not be requested. That is my 
recollection, but I do want to check on that to make sure. 

Mr. Bonner. Well, we will clear that matter up right now. What 
is the situation, Mr. Morse? 

Mr. Morse. As I stated earlier, Mr. Chairman, I was not with the 
Maritime Administration at that time. I do not know what the 
circumstances were. We will be glad to check our records and supply 
the information for the committee. 

Mr. Bonner. Let us clarify this one point. You mean that this 
operator can build foreign more economically than he could build 
domestically, and you did not get any assistance from Maritime to 
build domestically? 

Mr. Happocx. That is correct, and he requested that assistance, 
and I know that it was being considered. As I recall, in checking 
into this, I was told that the money was not going to be requested. 

Mr. Bonner. When did this transaction take place? 

Mr. Happock. Oh, it has been 2 or 3 years ago; I do not recall 
just what date it was. 

Mr. Drewry. Was it not in 1953? 

Mr. Happocx. I am just not positive of the date. I would have to 
go back and check the records on it. 

We had some communications with the America-Hawaiian Steam- 
ship people over this and, as I recall, some conversations with the 
then Administrator of the Maritime Administration. 

Mr. Bonner. It is more or less of a construction subsidy? 

Mr. Happock. That is right. They were entitled to a construc- 
tion subsidy under the 1936 act as amended. 

Mr. Bonner. What did they eventually do? 

Mr. Happockx. They went to Japan and had the ships rebuilt 
there. 

(Mr. Haddock’s letter follows:) 


AFL-CIO Maritime ComMITTEE, 
Washington, D. C., May 11, 1956. 
Hon. Hersert C. BONNER, 
Chairman, House Merchant Marine and Fisheries Committee 
House Office Building, Washington, D. ( 


DeEAR Mr. CHAIRMAN: On Tuesday, May 8, we appeared before your committee 
favoring a bill which would prohibit vessels which have been rebuilt in foreign 
shipyards from operating in the coastwise trades. During the course of testimony, 
I referred to the maladministration of the 1936 act in connection with the rebuild- 
ing of three ships for the American-Hawaiian Steamship Co. You will recall 
that I was not clear as to why the American-Hawaiian Steamship Co. went to 
Japan to get these ships rebuilt. I have refreshed my memory and checked the 
facts. The facts are substantially as follows: 

American-Hawaiian Steamship Co. filed an application with the Federal 
Maritime Board on September 11, 1951, requesting a construction subsidy differ- 
ential for converting the three ships. The Federal Maritime Board approved the 
application and the company, through the Federal Maritime Board, submitted 
specifications to yards for bids. The bids were opened in June 1953 and accepted. 
The Federal Maritime Board requested funds for the Government’s share of the 
conversion. The Under Secretary of Commerce, Robert Murray, blocked the 
request for funds because they would have been made in connection with title 5 
of the 1936 act. Under Secretary Murray was opposed to Government financing 
as required by the 1936 act. It is my understanding that this policy still prevails 
at Maritime. 

In 1953, the subcommittee of the Committee on Interstate and Foreign Com- 
merce held hearings in connection with merchant marine studies. You may 
recall that this was the subcommittee of which Senator Potter was chairman 
and John Drewry was general counsel. Part I of those studies contains reference 
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to the American-Hawaiian situation which is fairly explicit. The colloquy with 
regard to the American-Hawaiian Steamship Co. begins at the bottom of page 6 
and continues for several pages. It is possible that you may want the record to 
show this cclloquy which explains fairly well the general maladministration that 
had been taking place with regard to maritime affairs. 

Thank you for the opportunity of presenting these facts to your committee. 

Sincerely yours, 
Hoyt 8S. Happock, 
Executive Secretary. 

Mr. Bonner. Is there somebody here today with the Maritime 
group who was there at that time? 

Mr. Stake. J was with Maritime at that time. I do not recall 
the situation similar to the way that Mr. Haddock recalls it. As I 
testified earlier, it seemed to me that it was a matter of timing. I 
do know that American-Hawaiian came in and talked to the Maritime 
Administration on a construction subsidy for this rebuilding, but I 
do not remember that they were turned specifically down and told 
that the money would not be available. 

| think it is a factual situation. 1 would be very happy to check 
the record to see which is correct. It seemed to me it was a matter 
of timing, although they did discuss it with the Administration. 

Mr. Bonner. You mean the question of the available funds? 

Mr. Stakem. The money was not available at that time when the 
application came in. 

Mr. Bonner. The yard was available but the money was not? 

Mr. Stakem. Yes, sir; that is right; so we would have had to go to 
Congress to get a speci: al appropriation for it, and we would have to 
include it in the next appropriation, but we will be glad to check our 
records on this particular application and submit later our statement 
to the committee. 

Mr. Bonner. Yes; I wish you would at this point in the record. 

(The matter referred to is as follows:) 

An appropriation of funds for construction-differential subsidy for conversion 
for American-Hawaiian of three dry-cargo ships to ore carriers to be used for 
import of ore from the Labrador-Ungava deposits was included in the Maritime 
budget for fiscal 1954. It was under consideration by the Department of Com- 
merce in its special review of the 1954 budget (February-March 1953). Corre- 
spondence between the applicant and Maritime in April and May involved 
negotiations as to the terms of the conversion contracts, Maritime’s conditional 
approval of subsidy being subject to availability of appropriated funds. The 
applicant’s correspondence indicated that, unless Federal funds would be made 
immediately available, the applicant would have the reconversion done foreign. 
On June 25, while negotiations were still pending, the applicant advised that a 
contract effective with a foreign. shipyard had been made. 

Mr. Bonner. Mr. Allen, what is your recollection of that? 

Mr. Atten. Mr. Chairman, it seems to me that we had one appro- 
priation bill in the Subcommittee on Appropriations which was con- 
sidered, covering 2 ships for Grace, 2 for Moore-McCormack, and 
another 3 for American-Hawaiian. 

At that time possibly 2 of the ships were included and 5 were omit- 
ted. I am not sure of that, but that is my recollection. 

Mr. Drewry. My recollection is that the Maritime Board acted 
favorably on the application of American-Hawaiian on a construction 
subsidy for these and the only qualification with the approval was 
subject to the availability of funds. At the same time there was ap- 
parently an administration policy that no funds would be requested 
for any new construction starts, I think. That was the way the 
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matter was discussed at that time and, therefore, there would be no 
request for funds for this particular project notwithstanding the fact 
that the project had been approved in every respect by the Maritime 
Board. These that agree with your recollection? 

Mr. Stake. No, it does not; but we will check the records when 
we get back and reply as to what the record shows, 

Mr. Bonner. What year was this? 

Mr. Stake. I will have to check the record on that, Mr. Chairman. 
I do not remember. 

Mr. Morse. I believe it was in 1953. 

Mr. Bonner. Did you know about this transaction, Mr. Sanford? 

Mr. Sanrorp. Yes; I am somewhat familiar with it. Vessels in 
the domestic trade, of course, are not eligible for construction differ- 
ential subsidies. If one was granted for American-Hawaiian ships, 
and the ships had been converted in American shipyards, they would 
not have been eligible for domestic trade. 

Mr. Bonner. They did participate in the coastal trade; did they 
not? 

Mr. SANnForp. It is my understanding that they have since partici- 
pated in the coastal trade, but if they had been reconstructed in this 
country with the construction differential subsidy they would not be 
eligible to do so. 

Mr. Bonner. Since they were constructed foreign, are they 
eligible now? 

Mr. Sanrorp. Yes; under the existing law. 

Mr. Bonner. All right. 

Mr. Happock. As previously stated, we do favor this bill and, with 
respect to this particular incident, I want to write to the representa- 
tive of the American-Hawaiian Steamship Co. to get the dates of things 
correct. 

Mr. Bonner. As I understand it, this will clear up the complaint 
that you have? 

Mr. Happock. Yes, sir; if we get the facts on it. 

Mr. Aten. Are those ships in operation now? 

Mr. Happock. I understand that they are. 

Mr. Atuen.. Would the language of section 4, which says, ‘“The 
amendments made by this Act shall be effec tive only as to vessels 
rebuilt after the date of enactment hereof,” exempt them from any 
prohibition? 

Mr. Happock. I think it would. 

Mr. Bonner. Does any other witness want to testify on this bill? 

Mr. Wiuu1amson. On behalf of the Association of American Ship- 
owners, I trust the record will be left open for a few days, as we will 
want to submit a statement. 

Mr. BonnEerR. What kind of a statement? 

Mr. Wituramson. We do not know that yet. 

Mr. Bonner. That is just the question that I have been raising. 
I want the members of the committee to have a chance to ask you any 
questions they desire to about your statement. You knew this was 
coming up. 

Mr. WILLIAMSON. Yes, sir. 

Mr. Bonner. And you do not have your siatement prepared. 

Mr. Wituiamson. No, sir; it is being prepared in New York. 
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Mr. Bonner. That is a question which we had up in the committee 
after the other matter arose the other day. In the future when any- 
body wants to testify and they know that these bills are pending, I do 
not want them to come down here and say they want to hold the record 
open until a statement is submitted. 

Mr. Wiiuramson. Our people are conferring with the American- 
Hawaiian people in New York now, and I think we will perhaps be 
able to submit some data which will be helpful to the committee. 

(Statement was not furnished for the record.) 

Mr. Bonner. In the future, I want anybody who wants to do any 
testifying to have their testimony prepared at the time of the hearing 
so that we can ask you questions about it. 

(New York and Rigwieekey Dry Dock Association letter follows:) 


New York anp New Jersey Dry Dock AssociaTION, 
New York, N. Y., June 4, 1956. 
Hon. HersBertT C, BONNER, 
House Merchant Marine and Fisheries Committee, 
House Office Building, Washington, D. C. 

Dear CONGRESSMAN BONNER: There is presently pending before your Com- 
mittee on Merchant Marine and Fisheries H. R. 6025, to prohibit the operation in 
the coastwise trade of vessels rebuilt or converted outside the United States. 

Certain testimony given at the hearing on this bill before a subcommittee of 
vour committee on May 8, 1956, implies that enactment of the bill would be of 
little consequence to the ship repair industry. 

On the contrary, passage of the bill is of paramount importance to ship repairers 
in this country. 

The enclosed memorandum contains some data which we feel substantiates our 
view that the importance of this bill should not be minimized. We feel sure that 
other ship repair companies throughout the country share our conviction that 
passage of this bill will be of substantial benefit to the industry. 

The New York and New Jersey Dry Dock Association would appreciate your 
consideration of the matters set forth in the enclosed memorandum, and urges 
your support for the enactment of this legislation. 

Very truly yours, 
New York & New Jersey Dry Dock AssociaTION, 
By Epwarp VY. Gross, Secretary. 


MEMORANDUM RE H. R. 6025 anpb S. 1864, To PrRonipit THE OPERATION IN THE 
CoOASTWISE TRADE OF VESSELS REBUILT OUTSIDE THE UNITED STATES 


The necessity for this legislation arises from a ruling of the Treasury Depart- 
ment in 1954 in connection with 19 United States Code Annotated, section 257, 
which imposes a 50-percent customs duty on the cost of repairs (except necessary 
voyage repairs) made to American vessels in foreign countries. The Department 
ruled that a rebuilding or conversion does not constitute a repair and therefore 
the customs duty statute does not apply. 

On May 8, 1956, a hearing on H. R. 6025 was held before a subcommittee of the 
House Committee on Merchant Marine and Fisheries. Mr. Clarence G. Morse, 
Chairman of the Federal Maritime Board, was one of the witnesses. While he 
did not oppose the bill, he minimized its importance and the consequences of its 
nonenactment by stating: 

“There are no indications of any large volume of ship reconstruction and 
reconditioning of United States-flag ships to be done in foreign yards in the near 
future. According to the records available, there is only one recent case, involving 
three ships, in which major conversions of United States-flag ships were performed 
in a foreign yard. Further, our records show that as of December 31, 1955, only 
four privately owned United States-flag ships of 1,000 gross tons and over are 
foreign-built and none of these exceeds 6,000 gross tons. 

“Tt appears that possible benefits to the domestic shipbuilding industry from 
the bill are conjectural, since there is no definite possibility that rebuilding will be 
done in the higher cost domestic yards. On the other hand, there is no definite 
possibility that coastwise ship operators contemplate any substantial foreign 
rebuilding from which the coastwise fleet would benefit. It seems, therefore, 
that the issue raised by the bill is primarily one of basic legislative policy for 
determination by the Congress.”’ 
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Information available to the members of the New York and New Jersey Dry 
Dock Association conflicts with this view that little if any reconstruction work 
is under consideration. The members of the association have reason to believe 
that at least four substantial conversions are presently being considered by Ameri- 
can shipowners. 

Furthermore, a recent incident demonstrates that passage of this legislation 
requiring the work to be done in domestic yards will not influence ship operators 
to abandon their conversion projects. 

Within the past few weeks a member of this association quoted a price for the 
conversion of an American-owned ship. The shipowner requested a substantial 
reduction in the quoted price, pointing out that he could have the work done more 
cheaply in a foreign shipyard. His attention was called to the above-noted bills, 
enactment of which would prevent him from engaging in the coastwise trade if the 
work were done abroad. Within a matter of hours he entered into the contract 
on the terms originally proposed. Thus the mere pendency of the legislation was 
sufficient to induce this shipowner to have his vessel converted in an American 
shipyard. As a result, a domestic yard obtained a contract in excess of three- 
quarters of a million dollars for work which might otherwise have gone to a 
foreign country. 

The Department of Commerce this year, in a report prepared by the Maritime 
Administration in connection with the 50-50 cargo preference law, presented to 
the President the following statistics on the comparative average shipyard labor 
costs of various countries. These figures illustrate the competitive disadvantage 
of American as against foreign shipyards: 


Dollars 

Country per hour 
United States $2. 18 
Sweden 5 ; . 89 
United Kingdom___.- . 61 
France _- ome . 54 
iialy....-- . 36 
Germany ; . 47 
Netherlands _ -—-_--- - a2 = . 44 
JODM 255 seo Sie etcl et eres , . 26 


The Port of New York Authority has recently completed a comprehensive sur- 
vey, made public a few days ago, of employment arising out of the maritime indus- 
try in the New York Harbor area. The survey reveals that the port furnishes the 
economic basis of existence for 1 out of every 4 persons who live in the port district, 
or about 3,120,000 people, and provides more than 25 percent of total wages 
earned in the port district. It is reasonable to assume that a similar ratio exists 
in the other major seaports of the country. Thus the importance of any bill that 
benefits a segment of the maritime industry is readily apparent. 

The objective of H. R. 6025 and S. 1864 is to further the historic policy of the 
United States to foster the development of an adequate American shipbuilding 
and repair industry. As the Maritime Administrator stated in his testimony, 
““The issue raised by the bill is primarily one of basic legislative policy for deter- 
mination by the Congress.”’ 

The effect of this legislation was well stated by Senator Butler at the time of 
the introduction of the Senate bill (excerpt from temporary Congressional Record, 
May 2, 1955, pp. 4478 et seq.): 

“Obviously, enactment of the bill would not of itself furnish a cure-all for the 
present depressed state of the shipbuilding and ship repair industry. However, 
it would close one crack in the wall of legislation which the United States has 
relied upon to assure the continued existence of adequate and efficient private 
American shipbuilding and ship repair facilities at all times. Like the leak in a 
levee, unless the breach is repaired, the flow of this type of work to foreign ship- 
yards will tend to increase.” 


(Thereupon the subcommittee proceeded to the consideration of 
other business.) 











